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The regulations i1z Table A in the Companies (Tables A-F)
Regulations 1985 s in force at the date of the company's
registration shall not apply to the company.

s

Interpretation 1. [n the articles:
!

§
the Act means the Companies Act 1985 including any statutory
modification or re-enactment thereof for the time being in force;

the articles means the articles of the company;

clear days in relation to the period of a notice means that period
excluding the day when the notice is given or deemed to be
given and the day for which it is given or on which it is to take
cffect; "

E sharehiolder means the holder of "E" shares;

Elsevier Reed Finance means the company incorporated in The
Netherlands with Amsterdam Chamber of Cemmerce File
Number 145.842;

Exchange Shares means shares of the series R in the capital of the
E shareholder;
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executed includes any mode of execution;

Finance Group wmeans Elsevier Reed Finance BV and it
subsidianes from tme ta time;

Guverning  Agreement means the agreement with that name
entered into on the date of adoption of the articles between Reed
[nternational P.L.C. and Elsevier NV, as amended from time to
time;

the holder in relation to shares means the member whose name is
entered in the register of members as the holder of the shares;

Implententation Agreement means the agreement with that name
dated 30 October 1992 berween Elsevier NV and Reed
International P.L.C. relating to the merger of the businesses of
Elsevier NV and Reed International P.L.C., as amended from
time to time;

R sharcholder means the holder of "R shares;

Reed Elsevier Group means the company and its subsidiaries from
time to time;

registered office mcans the registered office of the company;

RHBV means Reed Holding BV, a cempany incorporated in
The Netherlands with file number 241,739 ac the Amsterdam
Chamber of Commerce, and/or any other subsidiary of the
R shareholder which is for the nme being a holder of Exchange
Shares or of any ordinary shares in the capital of the E shareholder
derived therefrom; -

the seal means the common seal of the company and includes any
official seal kept by the company by virtue of sections 39 or 40 of
the Act;

secretary means the secretary of the company or any other person
appointed to perform the duties of the secretary of the company,
including a joint, assistant or deputy secretary;

the United Kingdom means Great Britain and Northern ireland.

Unless the context otherwise requires, words or expressions
contained in the articles bear the same meaning as in the Act but
excluding any statutory modification thercof not in force ac the
time the articles are adopted.
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Headings are mserted tor convemence only and do not atfect the
construction of the arncies.

2. [n the articles (a) powers of delegation shall not be
restrictively construed; (b) the word dirsctors in the context of the
exercise of any power contained in the arncles includes {1} any
committee consisting of one or more directors to which, and
(it} any director holding executive office to whom, the power 1n
question has been delegated; (c) no power of Jdelegation shall be
imited by the existence or, except where expressly provided by
the terms of delegation, the exercise of that or any other power
of delegation; and (d) except where expressly provided by the
terms of delegation, the delegation of a power shall not exclude
the concurrent exercise of that power by any other body or
person who is for the time being authorised to exercise it under
the articles or under another delegation of the power,

SHARE CAPITAL

3. Subject to the provisions of the Act aud without
prejudice to any rights attached to any existing shares, any share
may be issued with such rights or restrictions as the company may
by ordinary resolution determine, but, except with the prior
approval of the R shareholder and the E sharcholder, no share
may be issued which is not fully paid and no share of any class
may be issued to a person who does not already hold shares of
that class.

4. The authorised share capital of the company upon
adoption of the articles is £120,000 divided into 100,000 7.5%
cumulative preference shares of L1 ("G* shares), 10,000
"R Ordinary shares of £1 ("R" shures) and 10,000 "E" Ordinary
shares of L1 ("E" shares). The rights as regards partcipation in
the profits and assets of the company attaching to these shares are
as set out in articles 105 and 106.

5. The "G" shares shall not carry the nght to receive
notice of, or to attend or vote at, general meetings.

6. Subject to the provisions of the Act, shares may be
issued which are to be redeemed or are to be liable to be
redeemed at the option of the company or the holder on such
terms and in such manner as may be provided by the articles.

7. The company may exercise the powers of paying
commissions conferred by the Act. Subject to the provisions of
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the Act, any such comuussion may be sanstied by the payment of
cash or by the allotment of fully or partly paid shares or partly in
ane way and pardy in the odher.

8. Except as required by law, no person shall be recognised
by the company as holding any share upon any trust and {except
as otherwise provided by the aricles or by law) the company shall
not be bound by or recognise any interest in any share except an
absolute right to the entirety thereof in the holder.

SHARE CERTIFICATES

9. Every member, upon becoming the holder of any
shares, shall be entitled without payment to ane certificate for all
the shares of each class held by him (and, upon transferring a part
of his holding of shares of any class, to a certificate for the balance
of such holding) or several certificates each for one or more of his
shares upon payment for every certificate after the first of such
reasonable sum as the directors may determine. Every certificate
shall be scaled with the scal and shall specify the number, class and
distinguishing numbers (if any) of the shares to which it relates
and the amount or respective amounts paid up thereon. The
company shall not be bound to issue more than one certificace for
shares held jointly by several persons and delivery of a certificate
to one joint holder shall be a sufficient delivery to all of them.

10. If a sharc certificate is defaced, wormn-out, lost or
destroyed, it may be renewed on such terms (if any) as to
evidence and indemnity and payment of the expenses reasonably
incurred by the company in investigating cvidence as the
directors may determine but otherwise free of charge, and (in the
case of defacement or wearing-out) on delivery up of the old
certficate.

LIEN

1, The company shall have a first and paramount lien on
every share (not being a fully prid share) for all moneys (whether
presently payable or not) payable at 2 fixed time or called in
respect of that share. The directors may at any time declare any
share to be wholly or in part exempt from the provisions of this
article. The company's lien on a share shall extend to any amount
payable in respect of it.

12. The company may sell in such manner as the directors
determine any shares on which the company has a lien if a sum in
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respect of which the lien exists 15 presently payable and 1s not pad
within fourteen clear days after nouce has been gven o the
holder of the share or to the person endtled to it in consequence
of the death or bankruptcy of the holder, demanding payment
and scating that if the notice is not complied with the shares may
be sold.

13. To give effect to a sale the directors may authorise some
person to execute an instrument of transfer of the shares sold to,
or in accordance with the directions of, the purchaser. The tidle
of the transferee to the shures shall not be affected by any
irregularicy in or invalidity of the proceedings in reference to the
sale.

14. The net proceeds of the sale, after payment of the costs,
shall be applied in payment of so much of the sum for which the
lien exists as is presently payable, and any residue shall (upon
surrender to the company for cancellation of the certificate for
the shares sold and subject to a like lien for any moneys not
presently payable as existed upon the shares before the sale) be
paid to the person entitled to the shares at the date of the sale.

CALLS ON SHARES AND FORFEITURE

15. Subject to the terms of allotment, the directors may
mzke calls upon the members in respect of any moneys unpaid on
their shares (whether in respect of nominal value or premium)
and each member shall (subject to receiving at least fourteen clear
days' notice specifying when and where payment is to be made)
pay to the company as required by the notice the amount called
on his siiwres. A call may be required to be paid by instahments.
A call may, before receipt by the company of any sum due
thereunder, be revoked in whole or part and payment of a call
may be postponed in whole or part. A person upon whom a call
is made shall remain liable for «calls made upon him
notwithstanding the subsequent transfer of the shares in respece
whercof the call was made.

16. A call shall be deemed to have been made at the time
when the resoluticn of the directors authorising the call was
passed.

17. The joint holders of a share shall be jointly and severally
liable to pay all calls inn respect thereof.
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18. Ir a call resnains unpaid after it has become due and
payable the person from whom 1t 15 due and payable stall pay
wcerese on the amount unpaid ffom the day it became due and
payable until it is paid at the rate fixed by the terms of allonment
of the share or in the nouce of the call or, if no rate 1s fixed, at
the appropriate rate {as defined by the Act), but the directors aay
waive payment of the interest wholly or in part,

19. An amount payable in respect of a share on allotment or
at any fixed date, whether in respect of nominal value or
premium or as an instabnent of a call, shall be deemed to be a call
and if it is not paid the provisions of the articles shall apply as if
that amount had become due and payable by virme of a call,

20. Subject to the terms of alloument, the directors may
make arrangements on the issue of shares for a difference between
the holders in the amounts and times of payment of calls on their
shares.

21. If a call remains unpaid efter it has bacome due and
payable the directors may give to the person from whom it is due
not less than fourteen clear days' notice requiring payment of the
amount unpaid together with any interest which may have
accrued. The notice shall name the place where payment is to be
made and shall state that if the notice is not complied with the
shares in respect of which the call was made will be liable to be
forfeited.

22. If the notice is not complied with any share in respect
of which it was given may, before the payment required by the
Hotice has been made, be forfeited by a resolution of the direccors
and the forfeitare shall include all dividends or other moneys
payable in respect of the forfeited shares and not paid before the
forfeiture.

23. ©  Subject to the provisions of the Act, a forfeited share
may be sold, re-aliotted or otherwise disposed of on such terms
and in such manner as the directors determine either to the
person who was before the forfeiture the holder or to any other
person and at any tme before sale, re-alloument or other
disposition, the forfeiture may be cancelled on such terms as the
dicectots think fit. Where for the purposes of its disposal 2
focfeited share is to be transferred to any person the directors may
authorise some person o execute an instrument of transfer of the
share to that person.
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24, A person any of whose shares have been forfeited shall
cease 1o be a member m respect of them and shall surrender to
the company for cancellation the certificate for the shares
forfeited but shall remain lable to the company for all moneys
which at the date of forfeiture were presently payable by him to
the company in respect of those shares with interest ac the rate at
which interest was payable on those moneys before the forfeiture
or, if no interest was so payable, at the appropriate rate (as defined
in the Act) from the date of forfeiture undl payment buc the
directors may waive payment wholly ur in part or enforce
payment wichout any allowance for the value of the shares at the
time of forfeiture or for any cousideration received on their
disposal.

25. A statutory declaration by a director or the secretary
that a share has been forfeited on a specified date shall be
conclusive evidence of the facts stared in it as against all persons
chiming to be entitled to the share and the declaration shall
(subject to the execution of an instrument of transfer if necessary)
constitute a good title to the share and the person to whom the
share is disposed of shall not be bound to see to the application of
the consideration, if any, nor shall his ticle to the share be affected
by any irregularity in or invalidity of the proceedings in reference
to the forfeiture or disposal of the share.

TRANSFER. OF SHARES

20. The instrument of transfer of a share may be in any
usual form or in any other form which the directors may approve
and shall be executed by or on behalf“of the transferor and, unless
the share is fully paid, by or on behalf of the transferee.

27. The directors shall not register a transfer unless:
{») the transfer is in respect of only one class of shares; and
(b) the rransfer is in respect of all the issued shares of that

class; ond'

{c) the transfer is either accompanied by a notice in writing
signed by or on behall of all the other members
conseaiting to the tansfer or i to give effect to an offer
which has been made pursuant to the City Code on
Takeovers and Méggers, as in force from time to ume.

The directors may refuse to.register the transfer of a share on
which the company has a lien. They may also refuse to register a

A
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cranster unless 1t 15 lodged at the regstered otftice, or at such other
place as the directors may appoint, and 1 accompamed by the
certificate for the shares to which it relates and such other
evidence as the directors may reasonably require 1o show the
right of the transferor to make the transfer,

28. If the direcrors refuse to register a transfer of a share,
they shall within two months after the date on which the transfer
was lodged with the company send to the rransferee notice of the
refusal,

29. The registration of transfers of shares or of transfers of
any class of shares may be suspended at such times and for such
periods {not exceeding thirty days in any year}) as the directors
may determine.

30. No fee shall be charged for the registration of any
instrument of transfer or other document relating to or affecring
the title to any share.

31 The company shall be entitled o retain any Instrument
of transfer which is registered, but any imstrument of transfer
which the directors refuse to register shall be returned to the
person lodging it when notice of the refusal is given.

TRANSMISSION OF SHARES

32. If 2 member dies, the survivor or survivors where he
was a joint holder, and his personal representatives where he was
a sole holder or the only survivor of joint holders, shall be the
only persons recognised by the company as having any title to his
interest; but nothing herein contained shall release the estate of a
deceased member from any lability in respect of any share which
had been jointly held by him,

33. A person becoming entitled to a share in consequence
of the death or bankruptcy of a member may, upon such
evidence b ving produced as the directors may properly require,
clect cither to become the holder of the share or to have some
person nominated by him registered as the transferce. If he elects
to become the holder he skall give notice to the company to that
effect. If he elects to have another person registered he shall
execute an instrument of transfer of the share to that person. All
the articles relating to the transfer of shares shall apply to the
notice or instrument of transfer as if it were an instrument of
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entitled by transfee . v
of the death or bankruptey of a member shall have the nghts 1o
which he would be endtled if he were the holder of the share,
excepe that he shall not, before being registered as the holder of
the share, be enttled in respect of it to atend or vote at any
meeting of the company or at any separate mceting of the holders
of any class of shares in the company.

ALTERATION OF SHARE CAPITAL

Altcrations 35. The company may by ordinary resolution:
permuited by pany Yoy vy

ordinary . , .
resolution (a) increasc its share capital by new shares of such amount

as the resolution prescribes;

(b) consolidate and divide all or any of its share capital into
shares of larger amount than its existing shares;

(c) subject to the provisions of the Act, sub-divide its
shares, or any of them, into shares of smaller amount
and the resolution may determine that, as between the
shares resulting from the sub-division, any of them may
have any preference or advantage as compared with the
others; and

(d) cancel shares which, at the date of the patsing of the
resolution, have not been taken or agreed to be taken
by any person and diminish the amount of its share
capital by the amouut of the shares so cancelled.

Fractions arising 30, Whenever as a result of a consolidation of shares any

on consolidation ) . K .
members would becomeé entitled to fractions of a share, the
directors may, on behalf of those members, sell the shares
representing the fractions for the best price reasonably obtainable
to any person (including, subject to the provisions of the Act, the
company) and distribute the net proceeds of sale in due
proportion among those members, and the directors may
authorise some person to exccute an instrument of transfer of the
shares to, or in accordance with the directions of, the purchaser.
The transferee shall not be bound to sec to the application of the
purchase money nor shall his ttle to the shares be affected by any
irregularity in or invalidity of the proceedings in reference to the
sale.
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GENERAL MEETINGS

37. All general meetings other than annunal general meenngs
shall be called extraordinary general meetings.

38. The directors may call general meetings and, on the
requisition of members pursuant to the provisions of the Act, shal}
forchwvith proceed to convene an extmordinary general meeting
for a date not later than 22 clear days after receipc of the
requisition,  If there are not within the United Kingdom
sufficient directors to call a general meeting, any director or any
member of the company may call a general meeting.

NOTICE OF GENERAL MEETINGS

39. An annual general meeting and an extraordinary general
meeung called for the passing of a special resolution or a
resolution appointing a person as a director shall be called by at
least twenty-one clear days' notice.  All other extraordinary
general meetings shall be called by ac least fourteen clear days'
notice but a general meeting may be called by shorter notice if it
is 5o agreed -

(a) in the case of an annual general meeting, by all the
members entitled to attend and vote thereat; and

(b) in the case of any other meeting, by a majority in
number of the members having a right ro attend and
vote being a majority together holding not less than
ninety-five per cent. in nominal value of the shares
giving that right.

The notice shall specify the time and place of the meeting and the
general nature of the business to be transacted and, in the case of
an annual general meeting, shall specify the meeting as such.

Subject to the provisions of the articles and to any restrictions
imposed on any shares, the notice shall be given to all the
members, to all persons entitled to a share in consequence of the
death or bankruptcy of a member and to the directors and
auditors.

40. The accidental omission to give notice of a meeting to,
or the non-receipt of notice of a meeting by, any person enticled
to receive notice shall not invalidate the proceedings ac that
meeting,
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PROCEEDINGS AT GENERAL MEETINGS

+1. Two persons, one of whom 1s the R shareholder, or a
proxy or duly authorised represenranve of such holder, and the
cther of whoin is the E sharcholder or a proxy or duly authonsed
representative of such holder, shall constitute a quorum, No
business shall be transacted at any meeting unless such a quoram is
present.

42, If such a quorum is not present within half an hour
from the time appointed for the meecting, or if during a meenng
such a ¢uorum ceases to be present, the meeting shill stand
adjourned to the same day in the next week at the same time and
place or to such time and place as the directors may determine.

43, The chairman, if any, of the board of directors, or in his
absence the deputy chairman, if any, of the board of directors, or
in his absence some other director nominated by the directors,
shall preside as chairman of the meeting, but if neither the
chairman nor the deputy chairman nor such other director (if
any) be present within fifteen minutes after the tme appointed
for holding the meeting and willing to act, the directors present
shall elect one of their number to be chairman and, if there is
only one dircctor present and willing to act, he shall be chairman.

44, If no director is willing to act as chairman, or if no
director is present within fifteen minutes after the time appointed
for holding the meeting, the members present and entitled to
vote shall choose one of their number to be chainnan.

45. A director shall, notwithstanding that he is not a
member, be entitled to attend and speak at any general meeting
and at any scparate meeting of the holders of any class of shares in
the company.

46. The chairman may, with the consent of a meeting at
which a quorum is present (and shalt if so directed by the
mecting), adjourn the meeting from time to time *ud from place
to place, but no business shall be transacted at an adjourned
meeting other than business which might properly have been
transacted at the meeting had the adjournment not taken place.
When a meeting is adjourned for fourtcen days or more, at least
seven clear days' notice shall be given specifying the time and
place of the adjourned meeting and the general nature of the
business to be transacted. Otherwise it shall not be necessary to
give any such notice.
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decided on a show of hands unless before, or on the declarauon
of the result of the show of hands a poli is duly demanded.
Subject to the provisions of the Act, a poll may be demanded by
the chairman or a member or proxy having the nght to vote on
the resolution in question.

18. Unless a poll is duly demanded a declaration by the
chairman that a resolution has been camried or carried
unanimously, or by 2 particular majority, or lost, or not carried by
a particular majority and an entry to that effect in the minutes of
the meeting shall be conclusive evidence of the fact without
proof of the number or proportion of the votes recorded in
favour of or against the resolution.

49. The demand for a poll may, before the poll is taken, be
withdrawn but only with the consent of the chairman and a
demand so withdrawn shall not be taken to have invalidated the
result of a show of hands declared before the demand was made.

50. A poll shall be taken as the chainman directs and he may
appoint scrutineers (who need not be members) and fix a time
and place for declaring the resule of the poll. The result of the
poll shall be deemed to be the resolution of the meeting at which
the poll was demanded.

51. A poll shall be taken forthwith unless all the members
present in person or by proxy agree otherwise. The demand for a
poll shall not prevent the continuance of a meeting for the
transaction of any business other than the question on which the
poll was demanded. If a poll is demanded before the declaration
of the result of a show of hands and the demand is duly
withdrawn, the meeting shall continue as if the demand had not
been made,

52. [n the case of an equality of votes, whether on a show
of hands or on a poll, the chairman shall not be entitled to a
casting vote in addition to any other vote he may have.

53. No notice need be given of a poll not taken forthwich if
the time and place at which it is to be taken are announced at the
meecting at which it is demanded. In any other case at least seven
clear days' notice shall be given specifying the time and place at
whach the poll is to be taken.

54. A resolution in writng execured by or on behalf of
cach member who would have been entitled to vote upon it if it
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bad - Ly progowed 4% 4 genesal meenng at winch he was present
shall be & ectual as 1f it had been passed at a general meeung
duly conversd and held and may consist of several instuments i
the like form each executed by or on behalf’ of one or more
members,  In the case of a corporasivw a resolution in writing
may be signed on its behalf by a director or the secretary thereof
or by it duly appointed attorney or duly authorised
representative. The provisions of this article shall apply mutatis
mutandis to resolutions in writing of any class of members of the
company.

55. Where for any purpose an ordinary resolution of the
company is required, a special or extraordinary resolution shall
also be effective and where for any purpose an extraordinary
resolution is required a special resolution shall also be effective.

VOTES OF MEMBERS

56. Subject to any rights or restrictions attached to any
shares, on a show of hands every member who is present in
person or by proxy shall have one vote, and on a poll each
"R" share shall carry one svie and each "E" share shall carry one
vote,

57. In the case of joint holders the vote of the senior who
tenders a vote, whether in person or by proxy, shal! be accepted
to the exclusion of the votes of the other joint holders; and
seniority shall be determined. by the order in which the names of
the holders stand in the register of members.

58. A member in respect of whom an order has been made
by any court having jurisdiction (whether in the United Kingdom
or clsewhere) in matters concerning mental disorder may vote,
whether on a show of hands or on a poll, by his receiver, curator
bounis or other person authorised in that behalf appointed by that
court, and any such receiver, curator bonis or other person may,
oin 7 poll, vote by proxy. Evidence to the satisfaction of the
directors of the authority of the person claiming to exercise the
right to vote shall be deposited at the registered office, or at such
other place as is specified in accordance with the articles for the
deposit of instruments of proxy, not less than 48 hours before the
time appointed for holding the meeting or adjourned meeting at
which the right to vote is to be exercised and in default the right
to vote shall not be exercisable.
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59. No member shall vote at any general mecrmg or at any
separate meeting of the holders of any class of shares m the
company, either in person or by proxy, i 1espect of any share
held by him unless all maneys presentdy payable by him in respect
of that share have been paid.

60. No objection shall be taised ro the qualificanon of any
voter except at the meeting or adjourned meeting at which the
vore abjected to is tendered, and every vowe not disallowed at the
meeting shall be valid. Any objection made in due time shall be
referred to the chairman whose decision shall be final and
conclusive.

61, On a poll votes may be given eicher personally or by
proxy. A member may appoint more than one proxy to attend on
the same occasion.

G2, An Instrument appointing a proxy shall be in writing,
executed by or on behalf of the appointor and shall be in any
usual or common form or in any other form which the directors
may approve.

63. The instrument of proxy shall, unless the contrary is
stated in it, be deemed to confer authority to vote as the proxy
thinks it on any resolution put to the meeting for which the
proxy is given, whether or not notice of the resolution was given
in the notice of meeting, and on any amendment of such a
resolution. The instrument of proxy shall, unless the contrary is
stated in it, be valid as well for any adjournment of the meeting as
for the meeting to which it relates.

64. The instrument appointing a proxy and any authority
under which it is executed or a copy of such authoricy certified
notarially or in some other way approved by the directors may:

(a) be deposited at the registered office or at such other
place within the United Kingdom as is specified in the
notice convening the meeting or in any instrument of
proxy sent out by the company in relation to the
meeting before the time for holding the meeting or
ajourned meeting ac which the person named in the
instrument proposes to vote; or

(b) in the case of a poll taken more than 48 hours after it is
demanded, be deposited as aforesaid after the poll has
been demanded and before the riie appointed for the
taking of the poll; or
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) where the poll 1 not raken forthwath but i 2aken not
more than 48 hours after it was demanded, be delivered
at the meeting at which the poil was demanded o the
chainman or o the secretary or to any direcror;

and an instrament of proxy which is not deposited or delivered in
a manner 5o permitted shall be invaiid.

05. A vote given or poll demanded by proxy or by the duly
authorised representative of a corporation shall be walid
notwithstanding the previous determination of the authority of
the person voting or demanding a poll unless notice of the
determination was received by the company at the registered
office or at such other place at which the instrument of proxy was
duly deposited before the commencement of the meeting or
adjourned mesting at which the votz is given or the poll
demanded or (in the case of a poll taken otherwise than on the
same day as the meeting or adjourned meeting) the time
appointed for taking the poll.

NUMBER OF DIRECTORS

66. The number of directors (other than alternate directors)
shall be not less than two nor more than twenty or such lesser,
even, number of directors as the company may by ordinary
resolution determine.

ALTERNATE DIRECTORS

67. Any dircctor (other than in the capacity of an alternate
director) may appoint any other dircctor to be an alternate
director and may remove an alternate director so appointed by
him. A director may act as the alternate for any number of
directors,

68. An alternate director shall be entitled to receive notice
of all meetings of directors and of all meetings of committees of
directors of which his appointor is a member, to artend and (as
provided in article 97) vote at any such meeting at which the
dircctor appointing him is not personally present, and generally to
perform all the functions of his appointor as a director in his
absenice, but shall not be entitled to receive any remuneration
fromi the company for his services as an alternate director.

69. An alternate director shall ccase to be an alternate
director if his appointor ceases to be a director.
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70. Any appointment or removal of an aitermate dwrector
shall be by nonce to the company signed by the duector making
or revoking the appointment or in any other manner 2pproved by
the directors.

71. Save as otherwise provided in the articles, an alternate
director shall alone be responsible for his own acts and defaults
and he shall not be deemed to be the agent of the director
appointing him.

POWERS OF DIRECTORS

72. Subject to the provisions of the Act, the memorandum
and the articles and to any directions given by special resolution,
the business of the company shall be managed by the directors
who may exercise all the powers of the company. No alteration
of the memorandum or articles and no such direction shall
invalidate: any pror act of the directors which would have been
valid if that alteration had not been made or that direction had
not been given. The powers given by this article shall not be
limited by any special power given to the direcrors by the articles
and a meeting of directors at which a quorum is present may
exercise all powers exercisable by the directors.

73. The directors may, by power of attorney or otherwise,
appoint any person to be the agent of the company for such
purposes and on such conditions as they determine, including
authority for the agent to delegate all or any of his powers.

COMMITTEES OF THE DIRECTORS

74, The directors may delegate any of their powers to any
committee consisting of one or more directors. The directors
may also delegate to any director holding any executive office
such of their powers as the directors consider desirable to be
exercised by him, Any such delegation shall, in the absence of
express provision to the contrary in the terms of delegation, be
deemed to include authority to sub-delegate to one or more
directors (whether or not acting as a committee) or to any
employee or agent of the company all or any of the powers
delegated and may be made subject to such conditions as the
directors may specify, and may be revoked or altered. The
proceedings of a comunittee with two or more members shall be
governed by the articles regulating the proceedings of directors so
far as they arc capable of applying but, save as provided I




article 75, the directors may determune a ditferent quonim to that
which applies 20 mestngs of the directors. Nowathstanding any
other provision of the arucles, the directors may not delegate 1o
any committee of the directors or any other person any of their
powers in relauon ro arucles 105 or 106, save for their powers in
article 105.7, and any delegation by the directors shall be deemed
nee to extend to any such powers.

Reed Elsevier 75, There shall be a committee of the directors known as
Group Exccutive " . - A - . " .
Commattee the "Reed Elsevier Group Execurive Committee" which shall be

subject to the specific regulations of this article and, to the extent
not in contlict with the following provisions of this article, to the
provisions of the articles regulating the proceedings of directors so
far as they arc capable of applying. s

{a) The Reed Elsevier Group Exccutive Committee shall
have the powers delegated to it from time to time by
the directors.

(b} Until 31 December 1996:

(i) the Reed Elsevier Group Executive Committee
shall comprise not more than four nembers
entitled to count in the quorum and vote, each
of whom shall be a director of the company;

()  the R sharcholder and the E sharcholder shall .
each be entitled to appoint up to two members ]
of the Reed Elsevier Group Executive ;
Committee;

(ii)  a member of the Reed Elsevier Group Executive
Committce may be removed by his appointor;

(iv)  every such appointment or removal shall be in 7
wnting and shall take effect on receipt by the
company;

(v}  amember of the Reed Elsevier Group Executive g
Committee shall automatically cease to be such a
member if he ceases to be a director of the
campany;

(v} a quorum of the Reed Elsevier Group Executive
Committee shall be two members, one of whom
has been appointed by the R sharcholder and
one by the E sharcholder; ;
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(vity  the chairman and deputv charman of the toad
of directors shail be, respecuvely, the channan
and dJdeputy chairman of the Reed Elsevier
(iroup Executive Commuuee, unless they are
not members of that Comamurce.

(c) The Reed Elsevier Group Execuiive Connmiuce may
co-~opt addidonal directors of the company, but such
additional directors shall not count in the quorum and
shall not be entitled to vote on any resolution of the
Reed Elsevier Group Executive Committee,

(d) After 31 December 1996, the members of the Reed
Elsevier Group Executive Commitree shall  be
appointed by the directors.

APPOINTMENT OF DIRECTORS

76. The R sharcholder shall from time to time be entitled
to appoint any person to be a director and to remove any director
so appointed, provided that not more than ten persons {zr, if less,
one half of the maximum number of directors determined in
accordance with article 66) shall at any one time hold office by
virtue of such appointnient. Every such appointment or removal
shall be in wnting and shall take cffect on receipt by the
company.

77. The E sharcholder shall from time to time be entitled o
appoint any person to be a director and to remove any director so
appointed, provided that not more than ten persons (or, if less,
one half of the maximum number of dircctors determined in
accordance with article 66} shall at any one time hold office by
virtue of such appointment. Every such appointment or removal
shall be in writing and shall take effect on receipe by the
company,

78. Unless otherwise agreed in  writing by che
R sharcholder and the E shareholder, or pursuant to article 79,
the directors shall not have power to appoint or remove directors.

79. For such time (if any) as a Notice of Suspension {as
defined in clause 9 of the Governing Agreement) is in force:-

(a) if the Party giving Notice (as defined in clause 9 of the
Governing Agreement) is Elsevier (as defined in the
Governing Agreement):
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)

(ii)

the R sharcholder shail nor be enutded w
appomt auy person as a member of the Reed
Elsevier Group Execuuve Commnmttee pursuant
to article 751X} and shall not be enntded o
exercise the nghis confered on . by
article 75(@) (1), but pstead 2 majonny of the
directors appointed by the R. sharcholder shall be
entitled to exercise those nghts;

the R sharecholder shall not be entded to
exercise any of the nghts conferred by article 76,
but instead a majority of the directors appointed
by the R sharcholder shall be entitled to exercise
those rights. A person appoinied a director
pursuant to the exercise of the rights conferred
by this pamagraph {)(ii) shall be deemed for the
purpose of the articles (including, for the
avoidance of doubt, this article) to have been
appointed by the R sharcholder;

(b) if the Party giving Notice (as defined in clause 9 of the
Governing Agreement) is Reed (as defined in the
Governing Agreement): \

0

)

the E sharcholder shall not be entitled to appoint
any person as a member of the Reed Elsevier
Group Executive Committee pursuant to
article 75(b)(if) and shall not be entled to
exercisc the rights conferred on it by
article 75(b)(iii), but instead a majority of the
directors appotnted by the E sharcholder shall be
entitled to exercise those rights;

the E sharcholder shall not be entitled to ¢xercise
any of the rights conferred by article 77, buc
instead a majority of the directors appointed by
the E sharcholder shall be entitled to exercise
those rights. A person appointed a director
pursuant to the excrcise of the righes conferred
by this paragraph (b)(ii) shall be deemed for the
purpase of the articles (including, for the
avoidance of doubt, this artcle) to have been

appointed by the E sharcholder;




Disqualification 80.

(a)

(b)

(e)

Ordinary 31.

remnuneration of

m the case ot a transter of shares 1 the company by the
Party giving Notice, there hall te subsruted for
article 27{c);

“the transfer has been approved by a resoluuen of
the directors™,

DISQUALIFICATION GF DIRECTORS
The office of a director skal} be vacated1ft

he ceases to be a director by virtue of any provision of
the Act or he becomes prohibized by law from being a
director; or

he becomes bankrupt or makes any arrangement or
composition with his creditors generally; or

he is, or may be, suffering from mental disorder and
either:

(i)  he is admiteed to hospital in pursuance of an
application for admission for treatment under the
Mental Health Act 1983 or, in Scotland, an
application for admission under the Mental
Health (Scotland) Act 1960; or

i)  an order is made by a court having jurisdiction
{whether in the United Kingdom or clsewhere)
in matters concerning mental disorder for his
detention or for the appointment of a receiver,
curator bonis or other person to exercise powers
with respect to his property or affairs;

he resigns his office by notice to the company; or
he is removed from office pursuant to article 76 or
article 77, as the case may be.

REMUNERATION OF DIRECTORS

Directors who do not hold executive office under the

Jirectors company shall be entitled to such remuneration as tlic company
may by ordinary resolution determine and, unless the resolution
provides otherwise, the remuneration shall be deemed to accrue
from day ro day.

EY923430.054
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DIRECTORS EXPENSES

82. The directors may be pad afl aravelling, hotel and ather
expenses propedly ncurred by them in connecton wath thor
attendance at meetings of directors or commttees of directors or
general meetings or separate meetings of the holders of any class
of shares or of debentures of the company or othenwise m
conneciion with the discharge of their dunes.

DIRECTORS' APPOINTMENTS AND INTERESTS

83. Subject to the provisions of the Act, the directors may
appoint one or more of their number o the office of Chief
Execcutive, or to any other executive office under the company,
and may enter into an agreement or arrangement with any
direcror for his employment by the company or for the provision
by him of any services outside the scope of the ordinary dutics of
a director. Any such appoinument, agreement Or arrangement
may be made upon such terms as the directors determine and
they may remunerate any such director for his services 2 they
think fit. Any appointment of a director to an executive office
shall terminate if he ceases to be a director but without prejudice
to any claim to damages for breach of the contract of service
between the director and the company.

84. Subject to the provisions of the Act, and provided that
he has disclosed to the directors the nature and extent of any
material interest of his, a director notwithstanding his office:

(a) may be a party to, or otherwise interested in, any
transaction or arrangement with the company or in
which the company is otherwise interested;

(b) may be a director or other officer of, or employed by,
or a party to any transaction or arrangement with, or
otherwise interested in, any body corporate promoted
by the company or in which the company is otherwise
interested; and

(c) shall not, by reason of his office, be accountable to the
company for any benefit which he denives from any
such office or employment or from any such transaction
or arrangement or from any interest in any such body
corporate and no such transaction or arrangement shall
be liable to be avoided on the ground of any such
interest or benefic.
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For the purposes of this article by wathout prowdne oo the
requirements of secton 317 of the Act:

(a) a general notce gmven to the dirccaors that & direciar as
to be regarded as having an etersst of the namre and
extenc specified in the sotice i Ay WInsacuoen or
arangement in which a specified person or class of
persons 15 mterested shall be deemed ta be a disclosure
that the director has an interest in any such transaction
of the nature and extent so speafied;

®) an interest of which a director has no knowledge and of
which it is unreasonable ro expect him to have
knowledge shall not be treated as an interest of his; ang

(c) a dircctor shall not be required to disclose to the
directors that he is a dirgctor or other officer of, or
employed by, or interested in shares or other securities
of, any body corporate which is a member of the
company or in which such member holds shares.

85. A director may communicate to any member of the
company, or to any director or officer of a member of the
company, any information which the director would, but for the.
prov:swus of this article, be prccludcd because of his tx.ﬂac:ary
reiaucn dp with the company from using for the bene™ i, -~
con.nuradating to, any person other than the company lexcept
for the purpose of the proper performance of his ¢ #ies) and pay
authorise on behalf of that member of the company the
publication of any such information which that member is
required to publish by law or by the regulations of any stock
exchange on which shares in that member are from time to time
listed, quoted or traded.

86. The directors may exercise the voting power conferred
by the shares in any body corporate held or owned by the
company in such manner in all respects as they think fic (including
the exercise thereof in favour of any resolution appointing any or
all of them directors of such body corporate, or voting or
providing for the payment or giving of remuneration or other
benelits to the directors of such body corporate).
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DIRECTORS GRATUITIES, PENSIONS AND
INSURANCE

87. The directors may provide benehits, ~hether by the
payment of gratuities o pensons of by msurance or athenwas,
for any director who has held but na lenger holds any exeauve
office or employment with the company or with any bady
corporate which is or has been a subsidiary of the company ar %
predecessor in business of the company or of any such subsidiary,
and for any member of his family (including a spouse and a
former spouss) or any person who is or was dependent on him,
and may (as well before as after he ceases to hold such office or
employment) contribute to any fund and pay premiums for the
purchase or provision of any such benefic,

88. Without prejudice to the provisions of article 122, the
directors shall have the power ta purchase and maintain insurance
for or for the berefic of any persons who are or were at any time
directors, officers or employees of the company, or of any other
company which is a member of it or in which the company or
such n:=mber has any interest whether direct or indirect or which
is in any way allied to or associated with the company, or of any
subsidiary undertaking of the company or any such other
company, or who 2.z or were at any time trustecs of any pension
fund or employees' share scheme in which cmployees of the
company or any such other company or subsidiary undertaking
are interested, including (without prejudice to the generality of
the foregoing) insurance against any liability incurred by such
persons in respect of any act or omission in the actual or
purported execution or discharge of their duties or in the exercise
or purported exercise of their powers or otherwise in relation to
their duties, powers or offices in relation to the company or any
such other company, subsidiary undertaking, pension fund or
employees' share scheme.

89. Pursuant to scction 719 of the Act, the directors are
hereby authorised to make such provision as may scem
appropriate for the benefit of any persons employed or formerly
employed by the company or any of it subsidiades in connection
with the cessation or the transfer of the whole or part of the
undertaking of the company or any subsidiary. Any such
provision shall be made by a resolution of the directors in
accordance with the said section.
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may regulate thew proseeding as chey thnk fr A dwedor may.
and the secretary at the regisest of a duecter saail, val 2 mernag
of the Jirectors. Nofice of 3 meetng ot rhe dwecon shal be
deemed to be properiy mven @ a director af s mven v hum
persanally or by word of mouth or sent wm wnung w hum & s
lase known address or any other address gaven by bin 1o vhe
company for this purpese. Questions anstug &t 3 meetng shall be
dectded by & majority of not less than two-thirds of the yares <ast.
A director who 15 also an alternate direcior shall be ennded 10 a
sepaiare vote in addition to his own vore on behalf of his
appointor who is absent. Any director may waive notice of a
meeting and any such waver may be retrospecuye.

91, The quorum for the transaction of the business of the
directors shall be nwo, one being a director (or his alternate)
appointed by the I shareholder and one being a director {or his
alternare) appointed by the E shareholder.

92. The continuing directors or a sole continuing director
may act notwithstanding any vacancies in their number, but, if
the number of dircctors is less than the number fixed as the
quorum, the continuing directors or director may act only for the
purpose of calling a general meeting.

93. The directors may appoin: one of their number to be
the chairman, and one of their number to be the depury
chairman, of the board of dircctors and may at any time remove a
director from such office. Unless he is unwilling to do so, the
director appointed as chairman, or in his stead the dircetor
appointed as depury chairman, shall preside at every mevting of
directors at which he is present. But if there is no director
holding those offices, or if neither the chairman nor the deputy
chainman is willing to preside, or neither of them is present
within five minutes after the time appointed for the meeting, the
directors present may appoint one of their number o be
chainnan of the meeting.

Validity of acts of - Qf, All acts done by a meeting of directors, or by a

directors

FYa13330.054

committee of directors, or by a person acting as a dircctor shall,
notwithstanding that it be afterwards discovered that there was a
defect in the appointment of any director or that any of them
were disqualified from holding office, or had vacated office, or
were not entitled to vote, be as valid as if every such person had
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been duly appoted and was qualitied ard had conunved to be a
direcror and had beea enited to vote.

95. A resolupon n wnoag mgned by all the dwectors
enatled ta receive notice of a meenng of dwectors of fo recelve
notice of and to vore at a committee of directors, shall be as vahid
and effezrusl 2c 1+ i had been passed at a meeting of directors or
(as thie case may be) a committee of direciors duly convenea and
held and may capsist of several docursients in the like fomy each
signed by one or more directors; but a resolution sigpsd. by an
alternate director on behalf of his appointor need not also be
signed by his appointor and, if it is signed by a director who has
appointed an alternate director, it need not be vigned by the
alternate director in that capacity,

96. Without prejudice to the first sentence of article 90, a
meeting of the directors or of a commitzee of the directors iy
cousist of a conference between directors who are not all in one
place, but of whom each is able {(directly or by telephonic
communication) to speak to each of the others, and to be heard
by cach of the others simultancously, A director taking past in
such a conference shall be deemed to be present in person at the
meeting and shall be eatitled to vote or be counted in a quorum
accordingly. Such a meeting shall be deemed to take place where
the largest group of those participating in the conference is
assembled, or, if there is no such group, where the chairman of
the meeting then is. The word "meeting" in the articles shall be
constred accordingly.

97. A director may count in the quorum and vote at any
meeting of the directors or of a committee of the directors on any
resolution concerning a transaction or agreement with the
company or in which thz company is 1 -terested, or concerning
any other matter in which the company is interested,
notwithstanding that he is interested in thar transaction,
arrangement or matter or has in relation to it a duty which
conflicts or may conflict with the interests of the company.

SECRETARY

8. Subject to the provisions of the Act, the secretary shall
be appointed by the directors for such term, at such remuneration
and upon such conditions as they may think fic; and any secretary
so appointed may be removed by them,
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MINUTES

29. The directors shall cause minuzes to Fe made m books

kepe for the purpose

(a) of all appomtments of eficers wmade by the directors;
and

b} of all proceedings at mcumg, of the company, of the

holders of any class of sharzs in the company, and of the
directors, and of committees of directors, including the
names of the directors present at each such meeting,

THE SEAL

100. The seal shall only be used by the authority of the
directors or of a committee of dircctors authorised by the
directors. The directors may determine who shall sign any
instrument to which the seal is affived and unless otherwise so
determined it shall be signed by 2 director and by the secretary or
by a second director.

101. The company way exercise the powers conferred by
section 39 of the Act with regard to having an official seal for :5e

abroad. e
AR

DEEDS

102. Where the Act so permits, any instrument signed with
the aithority of a resolution of the directors or a committee of
the directors by one direcsor and the secretary or by two directors
and expressed to be executed by the company as a deed shall have
the same effect as if executed under the seal, provided that no
instrument which makes it clear on its face that it is intended by
the persons making it to have effect as a deed shall be signed
without the authority of the directors. "/

103. A document which is executed by the coﬁi"pmy as a
deed shall not be dzemed to be delivered by the company solely
as a result of its h'wmg been executed by the company.

v

CERTIFICATION

104. Any director or the secrctary or any person appointed
by the directors for the purpose shall have power (a) to
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authergicare any docmmenss affecnag the comsutusion of the
company, any 1esolutions passed by the company, the holders of
any class of shages of che company or the diectors or any
comumittee of the directors, and any books, records, documents or
accounts relating to che business of the company, and (b) o
certify copies thereof or extracts therefrom as lrue coples of
extracts. A document purporting to be a Copy of 2 resolution, or
the minutes of or an exerict from the minutes of 2 meeting of the
company or the holders of any class of shares of the company or
of the directors or any committee of the directors that is cexified
as aforesaid shall be conclusive evidence in favour of all persons
dealing with the company upon the faith thereof that such
resolution has been duly passed or, as the case may be, that such
minutes or extract is a true and accurate record of proceedings at
a duly constituted meeting.

INCOME RIGHTS

105.1  In this article, subject to the provisions of article 105.3,
105.5 and 105.7 to 105.9:

Aniicipated Distribution means, in reladon to cither the
R_ shareholder or the E sharcholder and any Relevant Period, the
aggregate of the dividends referred to in the definicions of
Preference Share Amount aud Target Dividend Amount below
and the relevant sharcholder's reasonable estimate of the amount
of the redemption moneys in respect of any Preference Shares
which it will be required to pay out during the Relevant Period
(other than amounts which could lawfully be paid out of capitr}
rather than distributable reserves);

Aaticipated Distribstion Time mcans the time at which the firse
part of the relevant Aunticipated Distribution is expected by the
relevant shareholder to be made;

Associated Tax Credit means, in relation to any dividend payable
or proposed to be paid by ecither the R shareholder or the
E shareholder, the amount of any associated tax credit {or the
value of any other similar associated tax benefit) which would be
available to a shareholder receiving the dividend who was au
individual solely domiciled and resident and subject to tax in the
country in which the company paying the dividend is within the
charge to tax by rcason of residence or incorporation, but
excluding the amouut of any such credit or benefit in respect of
tax to be deducted or withheld from the dividend by the paying
LOMpany; '
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Business Day means a day on which banks are generafiy ¢pen tor
business in both the Ciey of London and Amsterdam;

Cash Requiresnent means, in relation to either the R sharehcide:
or the E shareholder and any Relevant Period, the amount whith
the relevant shareholder uotifies to the company by the
Notification Time to be its bona fide estimate of the amounc it
sequires to receive by way of dividend from the company in
order to be able to meet in full all its Permitced Liabilities, having
regard to:

(a) the amount, and likely timing and currency of payment
of those Permitted Liabilities; and

(b) the amount, and likely timing and currency of its
Relevant Cash;

Dreficit Amount means, in relation to either the R shareholder or
the E sharcholder and any Relevant Period, such amount (if any)
as the relevant sharcholder notifies to the company by the
Notification Time to be its bona fide estimate of the amount
required to be paid to it by way of dividend in order to ensure
that the amount of its Distributable Reserves calculated by
reference to its Relevant Accounts is not negative;

Distributable Reserves means, in relaton to ecither the
R shareholder or the E shircholder and any Relevant Period, the
aggrepgate of:

{a) the amount of the reserves which, by reference to
Relevant Accounts, would be lawfully available to be
used in the payment of the Anticipated Distribution
(which amount shall be negative for the purposes of the
aggregation required by this definition if the reserves are
negative);

{b) the aggregate amount of:

(i)  all resources that either (A} have been defrayed
by the relevant shareholder at any time or are
expected to he defrayed prior to the Anticipated
Distribution Time in breach of the Governing
Agrecement or in discharge of a liability of the
kind vynentioned in  paragraph (3) of the
definicion of "Permitted Liabilities" or in
serclemenit of a claim by the other sharcholder
(whether or not liability is admitted) or in
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(c)

discharge of expenses mcuned 1 senlement of
such a claim or (B) would have been available 1o
it at the Anticipated Distnbution Time had it
observed the terms of the Implenrentauon
Agreement; and

(i)  all liabilities expected to subsist at  the
Anticipated Distribucion Time and which either
{A) were or are expected to be incurred in
breach of the Governing Agreement (B) were
subsisting at the time of completion of the
[mplementation Agreement in breach of the
terms of that Agreement or (C) are of the kind
mentioned in paragraph (3) of the definition of
"Permitted Liabilities";

to the extent that the defraying of such resources or
subsistence of such liabilities has or will at the
Auticipated Distribution Time have reduged the
amount of the reserves mentioned in paragraph (a)
above or to the extent that, had such resources been
available or such liabilities not subsisted, those reserves
would have been greater; provided that, if any dividend
of the relevant sharcholder has cver been reduced on
account of a particular matter falling wichin this
paragraph (b) (having regard to the Equalisaton Ratio,
the Governing Agreement and this article), there shall
be deducted from any amount which would otherwise
be taken into account under this paragraph (b) the
amount by which the reserves mentioned in
paragraph (a} above are greater than chey would have
been but for that reduction;

the amount of any additional reserves that would have
been available to the relevant sharcholder for the
purpose of calculating the Distributable Reserves had
each subsidiary of the relevant sharcholder declared a
dividend in favour of the relevant sharcholder,
inymediately prior to the time as at which the Relevant
Accounts are made up, of the full amount of the
reserves available for distribution by that subsidiary (buc
this paragraph (¢} shall not apply to any amount which
would not be taken into account for the purposes of
calcuiating Reelevant Cash by reason of paragraph (d) of
the definition thereof or for the purposes of calculating
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the relevant Target Disidend Amount bv reason ot
paragraph (b} ot the definition thereot);

E, when used as a prefix to terms defined in thus arucle, signifies
the relevant amount in relation to the E sharshulder;

Earliest Payment Date means, in reladon to any proposed
dividend payment by the company, the date notified by the
Company to the R sharcholder and the E sharcholder as the
earliest date on which any part of that dividend would be paid;

Equalisation Ratio has the meaning ascribed te it in the
Governing Agreement;

Excluded Shares means, in relation to either the R sharcholder or
the E sharcholder, any shares which either:

(a) were in issue or allotted at the time of completion of
the Implementation Agreement in breach of clause 4.2
of that Agreement;

(b) ‘werc issued after that time pursuant to the exercise of
options or conversion or subscription rights which
existed at that time in breach of that clause; or

{c) were issucd in breach of the Governing Agreement;

Gross Dividend Amount means, in relation to either the
R sharcholder or the E sharcholder and any Relevant Period
(a) the amount of the dividend payable or proposed to be paid by
the relevant sharcholder in that Relevant Period on it ordinary
share capital {or which would be payable or proposed to be paid
but for the relevant sharcholder's inability to do so, or intention
to pay a different amount, by reason of any of the matters
mentioned in paragraph 4.2 of Schedule | o the Governing
Agreement) including, for the avoidance of doubt, the amount of
any tax to be deducted or withheld from the dividend by or on
behalf of the company paying the dividend, plus (b) {except to
the extent already included in (a)) the amount of any Associated
Tax Credit; all such amounts being expressed in the currency of
payment and on a per share basis;

Notification Time means, in relation to any proposed dividend
payment by the company, the time ac which the jroposed
dividend is to be declared or recommended by the directors or
such carlier time, on a date not more than five Business Days
prior to the date on which the directors expect to declare or
recommend a dividend, as the directors may determine, in each




FY923430.054

case, as notified by the company to the R shareholder and the
E shareholdes;

Permitted Liabilities imeans, in reclaton to either the
R shareholder or the E shareholder and any Relevant Peried, the
amount which the relevant shareholder noufies to the company
by the Notification Time to be its bona fide estimate of the
aggregate amount of the liabilities and expenditsre, acwal or
prospective, of that shareholder which will fall due for payment
or will be defrayed within that Relevant Period and shall include,
without limitation te the generality of the foregoing, subject as
provided below:

(a) any lability of the company to any other member of
the Reed Elsevier Group or to any member of the
Finance Group;

(b) any Hability to account for tax deducted or withheld
from dividend or other payments; and

() expenditure reasonably expected to be required to
enable a subsidiary of that sharcholder to discharge any
liability or expenditure (provided that such funding
would not be in breach of the Governing Agreement),

but shall exclude (unless otherwise agreed by the R sharcholder
and the E shareholder):

() any liability or expenditure to the extent that (in the
bona fide opinion of the relevant sharcholder) it will be
settled by some other person;

(2) any liability or expenditare dircctl) or indirectly
conscltutmg, or resulting from, ~r arisiv ¥¢ of, apn act
of, omission by or matter co ..ccuhi-fﬁ the reiwvant
sharcholder or any subsidiary of the reYevant sharcholder
which has constituted, a breach of the provisions of the
Governing Agreement. or which would not have
cxisted had the provisions of clause 4.2 of the
Implementation Agreement been observed by thac
sharcholder;

(3) a liability to pay to the other sharcholder damages or
any other amount by way of compensation for breach
of contract or other wrongful act or pursuant to the
settlement of any chivi by the other sharcholder
(whether or not liability is admitted) and any
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(4)

expenditure to be incurred in secdement of such a clanm
or 1n discharge of expenses incurred in such seitlement;
and

a liabilicy to pay, or payment of, the cash amount of any
dividend to be paid to its sharcholders by that
shareholder (but so that, for the avoidance of doubt, the
exclusion in this paragraph (4) shall not extend to any
amount to be deducted or withheld from such
payment); '

Preference Share means, in relation to either the R shareholder or
the E sharcholder, any share in the capital of the relevant
sharcholder carrying a preferential right to dividend, other than
any Excluded Shares fand Preference shareholder shall be
cotistrued accordingly);

Preference Share Amount means, in relaton to either the
R sharcholder or the E sharcholder and any Relevant Period,
such amount as the relevant sharcholder notifies to the company
by the Notification Time to be its bona fide estimate of the

aggregate of!

(a)

(b)

A

e

the cash amount required to be paid to it by way of
dividend to enable it to pay any dividend payable
during the Relevant Period to Preference sharcholders
in full in accordance with the terms of the relevant
Preference Shares and, where relevant, to enable it to
make payment of redemption moneys to holders of
Preference Shares which it will be required to redeem
during the Relevant Period, but in each case having
regard to the Relevant Cash of the relevant shareholder
available to it at the appropriate time for the purpose of
paying any such dividend or redemption moneys
{recognising its need to fund the payment of any
Permitted Liabilities falling due within the Relevant
Period); plus

the further amount, if any, required to be paid to it by
way of dividend so that is Distributable Reserves,
calculated by reference to its Relevant Accounts, are
equal to the amount of distributable reserves necessary
to enable it lawfully to make payment to Preference
shareholders of any such dividend or redemption
moneys;
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R, when used as a pretix to terms defined n thus armicle, sigratics
the relevant amount in reladon to the R shareholder;

Relevant Accounts has, in relation 1o either the R sharcholder or
the E sharcholder and any Relevant Perod, the following
meaning:

(a) if the relevant sharcholder antcipates that it will
produce accounts after the Notficaton Time by
reference to which the legality of the Anticipated
Distribution (if any) will be determined (whether or not
those accounts will be drawn up as at a dme after the
Notification Time), those accounts shall be the
Relevant Accounts (whether or not such accounts are
in fact drawn up) unless the Distributable Reserves of
the relevane sharcholder (if any) calculated by reference
to those accounts would be less than the amount of the
reserves which would as a macter of law be required to
pay the Anticipated Distribution (if any);

{b) subject to paragraph (a) above, the Relevant Accounts
shall be the accounts existing at the Notification Time
which (in the absence of any accounts prepared
thereafter) would be relevant for determining the
legality of the Anticipated Distribution (if any) unless as
set out in paragraph /a) above;

(¢) il all other cases, the Relevant Accounts shall be
accounts drawn up as at the latest possible time before
the making of the fimt part of the Anticipated
Distribution so as to take account to the fullest extent
possible of any dividends declared or paid or expected
to be declared or paid by any members of the Reed
Elsevier Group (including the company) or any
member of the Finance Group or, in relation to the
R shareholder, RHBYV (whether or not such accounts
are in fact drawn up);

Relevant Cash means, in relation to either the R shareholder or
the E sharcholder and any Relevant Period, the amount which
the relevant sharcholder notifies to the company by che
Notification Time to be its bona fide estimate of the aimount of
the resources which will be available to it in that Relevant Pertod
and:



(a) such amount shall, withour prejudice o the generaliry
of the foregomg, include (subject 0 paragraph i)
below):

(i)

()

(ii)

FY923430 054

the amount of resources which wxe or am
expected to be avalable at the conunencement
of the Relsvant Period;

the amount of resources which are expected to
be received during the Relevant Period under
indemnity or other armangements {rom any
member of the Reed Elsevier Group or of the
Finance Group or by payment of dividend from
any member of the Reed Elsevier Group (other
than dividends of the company pursuant to
paragraphs (b), (d), (f) and (g) of article 105.2) or
of the Finance Group; and

the amount of the resources which are expected
to be received during the Relevant Period upon
exercise of any right to subscribe share or loan
capital of the relevant sharcholder;

(b) in the computation of such amount, there shall be
added, except to the extent that the R shareholder and
the E sharcholder have agreed otherwise:

the aggregate of the amounts of all resources
which either:

(A) have been defrayed by the relevant
sharcholder at any time in breach of the
Governing Agreement or in discharge of a
liability of the kind mentioned in paragraph
(3) of the definiion of "Permitted
Liabilitics" or in settlement of a clim by the
other sharcholder (whether or nort liability is
admitted) or in discharge of expenses
incurred in settfement of such a claim; or

(B) would have been available to it had it
observed the terms of the Implementation
Agreement;

less

the aggregate of the following amounts:
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{A) 1f resources have been so defrayed as part of a
transaction which resulted inn the acquisition
by the relevani shareholder of cash, o1 2
non-cash asset which was subsequentdy
direcdy or indirectly wholly or i pant
converted into cash: the amount of the cash
so acquired;

(B) if resources have been so defrayed as part of a
transaction which resulted in the acguisidon
by the relevanc sharcholder of 2 non-cash
asset which, or an asset directly or indirectly
deriving from which, is or is expected to be
wholly or in part siill held by the rclevant
sharcholder at the Notificatiop Time: the
amount attributed to that non-ctash asset in
the calculation of the Relevant Cash
pursuant to paragraphs (c) and {g) below; and

(C)if any dividend paid by the relevant
shareholder to its shareholders has ever been
reduced on account of a particular matter
within sub-paragraph (b}(i) above {having
regard to the Equalisation Ratio, the
provisions of the Governing Agreement and
this article 105): the amount saved by the
relevant shareholder by reason of that
reduction;

provided that the amount deducted pursuant te
this sub-paragraph (b)(ii) in respect of 2 particular
matter shall not exceed the amount which would
otherwise be taken into account in respect of
that matter pursuant to sub-paragraph (b)()
above;

such amount shall, without prejudice to the generality
of the foregoing, include (subject to paragraph (d)
below: and to the extent not otherwise taken into
account in the calculation of Relevant Cash) the
amounr of any resources available or which are
expected to be available to subsidiaries of the relevant
sharcholder to the extent that, subject to compliance
with applicable legal requirements, they could be made
available to that shareholder (provided that this
paragraph (c) shall not apply to take into account any
amount treated as available to the R sharcholder by




{ui}

(f)
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4o

putue of pevagraph fot sn ghe Jlchmmen o Tanst
Divefend Ampangt;

such shoun shall pot miclude any amowat 401 the value
of any asseq) which the R sharcholder and  the
E sharcholder have agreed should be exciuded, but o
the agreement of the R sharcholder and the
E sharcholder is that any such amount {or vaine) should
be excluded from the calculation only for a specified
period or for so long as a specificd purpose requires,
then such amount {or value) shall cease to be excluded
from the calculation with effect from the date such
period expires or such purposes cease (or may
reasonably be expected to cease) to be applicable;

in the computation of such amount there shall be
deducted: R

()  the amount of any reserve maintained by the
relevant shareholder pursuane to article 105.9;
and

fi)  unless the R shareholder and the E sharcholder
have agreed otherwise, any amount received by
the R sharcholder (or by RHBV) as a result of a
disposal by the R sharcholder {or by RHBV) of
all or part of its interest in the Exchange Shares
(net of all costs, including taxation, and other
expenditure associated with the disposal) to the
extent that such amount has not been reduced
whether by reason of being distributed to
sharcholders of the R sharcholder or in the
payment of taxation associated with its
distribution  (whether by RHBV o the
R_sharcholder, by the R shareholder to its
sharcholders or otherwise) or in any other way;

shall not include any amount representing dividends
unclaimed by sharcholders of cither the R shareholder
or the E sharcholder, unless and untilt the R shareholder
or E shareholder, as appropriate, ceases to be bound (in
accordance with applicable law) to make payment of
such sums to or for the benefit of a shareholder;

shall, without prejudice to the generlity of the
foregoing, be deemed to include (subject to
paragraph (d) above and tw the extent not taken into
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account by paragraph (b} or paragraph ‘ci abvved ahie taor
marker value of any asszz of the relevant sharcholder
held in non-cash form {or, if higher, the value at which
the asser then stands in the accounts ot she reievant
sharcholder) bue this paragraph (g) shall net spply {3) w
either sharcholder’s holding of shares :a menniers of the
Reed Elsevier Group or of the Finance Grouip nor, m
the case of the R shareholder, its holding oy shares in
RHBV, nor (i) to any asset which the relevanu
shareholder is permitted to acquire under the terms of
the Governing Agreemenc;

Relevant Period means, in relation to any proposed dividend
payment by the company, the period between (3) the
Notification Time in relation to that dividend and (b) the Earliest
Payment Date in respect of the next dividend following the
proposed dividend payment in question;

Target Dividend means, in relation to cither the R shareholder or
the E sharcholder and any Relevant Period, the amount which
the relevant shareholder notifies the company by the Notification
Time as the aggregate Gross Dividend Amount for the Relevant
Period, based on the number of ordinary shares (not being
Excluded Shares) which it expects to be entitled to participate in
the relevant dividend and the extent to which such shares will be
cligible to receive the relevant dividend (such notification stating
the Gross Dividend Amount per share on which the calculation is
based), plus in the case of the E sharcholder the amount which
the E sharcholder notifies to the company that it proposes to pay
on the Exchange Shares during the Relevant Period;

‘Target Dividend Amount means, in relation to cither the
R. sharcholder or the E sharcholder and any Relevant Period, the
amount which the relevant sharcholder notifies the company by
the Notification Time to be its bona fide estimate of the amount
it requires to reccive by way of dividend from the company in
order to enable it to pay the cash amount (excluding any amount
to be deducted or withheld from such payment) of its Target
Dividend and:

(a) having regard to Relevant Cash available to it at the
appropriate time for the purpose of paying that Target
Dividend (recognising any nced to fund out of
Relevant Cash the payment of any Permitted Liabilities
falling due durng the Relevant Period and dividends
and redemption’ mencys payaole during the Relevant
Period to Preference sharcholders); and




{h} in the case of the R sharcholder, faving rogard 1o the
net amount which would bo zecowed by the
R sharcholder {(after allowance for ail tax costs ang for
any costs which would be sutiered by the R shareholder

by RHBV on the assumptnion set out below) if
RHBV were to make an immediate dividend payment
to the R shareholder out of any dividend which RHBV
may reasonably be expected to receive on jus holding of
shares in the E sharcholder during the Relevant Perjod
(on the assumption, for withholding tax purposes only,
that the K shareholder takes reasonable steps 10 secure
any available relief from obligations to withhold tax on
such dividend payments), sthccc only to retention of an
amount that is reasonable in the circumstances to meet
the administrative costs of RHBV and to enable RHBV
to meet its anticipated expenditure requirements
(including any Lubility to taxaton but excluding any
expenditure or liability resulting from any act, omission
~ or matter constituting a breach by RHBV of the
i agreement between RHBV and the E sharzholder
entered into on or bifore the date of adeption of the
articles or which would involve a breach by the
R sharei: oldcr of the Governing Agreement); and

(€} including such further amount as may be required to be
paid to the relevant sharcholder by way of dividend so
that its Distributable Reserves, calculated by reference
to its Relevant Accounts and having regard to any
payment of dividend or redemption moneys during the

. Relevant Period to Preference sharcholders envisaged in

! the definition of Preference Share Amount alove, are

equal to the amount of distrthutable reserves necessary

to cnable the R shareholder lawfully to pay the

R Target Dividend.

Distﬁrib"ﬁﬂn of 1052  Subject to article 105.9, the profits which the company
profit may determine to distribute by way of dividend shall be applied:

(a) . first, in paying as a dividend on the "G" shares, a fixed
cumulative dividend at the rate of 7.5 per cent. per
annum on the amounts paid up on the "G" shares; such
dividend to be paid half-yearly on the st day of June
and the 1st day of December in each year inn respect of
the half-yearly perdods ending on the days immediately
preceding those dates;

(b second, in paying as a dividend on:
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)  the "R shares, an amount equal e the R Cash
Requirement; and

(i)  the “E" shares, an amount ¢qual to the E Cash
Requirement;

provided that, if the amount of the dividend to be
distiibuted pursuant to this paragraph (b) is less chan the
sam of the R Cash Requirgment and the E Cash
Requirement, the amounts payable chall be caleulated as
follows:

C, L, + AL, = Cq Lg
L +Lg

lzl..—'..

EI#A—&

where:

C, = the amount of thc E Relevant Cash;

Cp = the amount of the R Reelevant Cash;

L; = the amount of the E Permitted Liabilities;

L, = the amount of the R Permitted Liabilities;

A= the total amount of the dividend to be

distributed pursuant to this paragraph (b);

R = rthe amount of the dividend to be paid on the
R shares puirsuant to this paragraph (b);

E, = the amount of the dividend to be paid on the
"E" shares pursuant to this paragraph (b);

pm\;idcd that: ;

(1)  if either the R Cash Requirement or the E Cash
Requirement is zero, the whole amount to be
distributed pursuant 1o this paragraph (b) shall be
payable to the sharcholder the Cash
Requirement of which is not zero; and

(2)  in no evenc shall the amount payable to cither
sharcholder under this paragraph (b) exceed that
shareholder's Cash Reguirement;

ET
Ty

i)

T e v
BE o

i e

=
oy




(©  thicd:

(i)  if the R shareholder has in 1ssue any Preference
Shares ot which any dividend or redempuion
money+ sre payable during the Relevant Period,
in paying as a dividend on the "R shares an
amount equal to the R Deficic Amount (if any);
and

(i)  if the E sharcholder has in issue any Preference
Shares on which any dividend or redemption
muneys are payable during the Relevant Peried,
in paying as a dividend on the "E” shares an
amount equal to the E Deficic Amount (if any);

provided that (unless the R shareholder and the
E sharcholder notify the company that they have agreed
otherwise) if the amount available for distribution under
. this paragraph (c) is less than the sum of the R Deficit
© Amount and the E Deficit Amount, the amounts
" payable on the "R" Shares and the "E" Shares shall be
reduced pro rata;

(d)  fourth, in paying as a dividend:

() on the "R"shares, an amount equal to the
R Preference Share Amount, if any; and

(i1 on the ."E" shares, -an amount equal to the
. E Preference Share Amount, if any;

provided that (unless the R sharcholder and the
E sharcholder notify the company that they have agreed
‘otherwise) if the amount available for distribution under
this paragraph (d) is less than the sum of the
R Preferenice Share Amount and the E Preference
Share Amount, the amounts payable on the "R" shares
and the "E" shares respectively shall reduce pro rata;

(e} fifth:

@)  if not paid under sub-paragraph (c)(i) above, in
paying as a dividend on the "R"shares the
R Deficit Amount (if any); and

(i1)  if not paid under subwparﬁéraph (c){il) above, in
paying as a dividend on the "E"shares the
E Deficit Amount (if any);
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provided that (unless the R shareholder and rhe
E shareholder notify the Company that they have
agreed otherwise) if the amount available for
distribution under this paragraph (e) is less rhan the sum
of the R. Deficit Amount and the E Deficit Amount,
the amounts payable on the "R" Shares and the
"E" Shares shall be reduced pro rata;

{6 sixth (subject to article 105.9(d) below), in paying as a
dividend on:

(i)  the "R" shares, the R Target Dividend Amount;
and

(i)  the "E" shares, the E Target Dividend Amount;

provided that, if the amount of the dividend to be
distributed pursuant to this paragraph (f) is less than the
sum of the R Target Dividend Amount and the
E Target Dividend Amount, the amount to be so
distributed shall be divided between the R sharcholder
and the E shareholder in such proportion as is necessary
to ensure that the ability of those shareholders to pay
the cash elements of their respective Target Dividends
is reduced. pro rata (ignoring for this purpose any impact
on that ability of any of the matters menticwad in

paragraph 4.2 of Schedule1 to the Governing
Agreement);

()  seventh, in paying as a dividend on the "R" shares and
"E" shares the balance of the profits which the company
has determined to distribute by way of dividend in such
proportions as the R shareholder and the E shareholder
agrec.

Exchange rates  105,3(a) Dividends payable by the company shall be declared in
sterling. Dividends may, if requested by any
sharcholder, be paid to that sharcholder in a currency
other than sterling, based on such rate(s) of exchange as
the shareholder may agree with the company or, in
default of agreement, based on such rate(s) of exchange
as - the directors may. vonsider reasonable and
appropriace. ;

(b) The amounts which this article contemplates being
notified by each sharcholder to the company may be
expressed in a single currency other than sterling.
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However, 1if any amount 1s so ponfied 1 2 carency

other than sterling, it shall b eranslated intd sterling for

the purpose of any calculation required by this aracle az
i such rate(s) of exchange as the 1elevant shareholder may
! agree with the company or, filing agreement, at such
i rate(s) as the directors may consider reasonable and
appropriate, having regard in particular to the forward
i rate(s) applicable to the relevant oucgoings of the
| sharcholder.

{c) Any determination by the directors (in the absence of
agreement with the relevant sharcholder) of an
applicable exchange rate for the purposes of paragraphs
(a) or (b) above shall be conclusive and binding.

Dutes 105.4(a) The directors shall:

(). give the R sharcholder and the E shareholder
not less thaan 15 Business Days notice of the
Notification Time in relation to any dividend if
it is to be other than the time at which the
proposed dividend is to be declared or paid;

(i)  ensure that the R sharcholder and cthe
E shareholder are notified or are otherwise aware
of the earliest date on which any part of a
particular- dividend will be paic not less than
15. Business Days prior to the Notification Time
in relation to the preceding dividend.

5 (b) Save as mentioned in paragraph (a) of article 105.2, cach
5 dividend shall be paid vn such date or dates as the
directors shall deteimine. In determining such dates,
the directors.shall have regard to the Earliest Payment
Date in respect of that dividend and the dates on which
Permitted Liabilities, Preference Share Amounts and
Target Dividends of the relevant sharcholder will be
puyable (to thc extent that they are aware of those
dates), The directors may determine different daces for
payments to different shareholders. Dividends shall not
carry interest pending payment.

!;ailrlglen::jy n o 1055 If, in relation to any proposed dividend payment by the
sha or o . . . . . -
notify company, either shareholder fails to give any notification to the

company by the Notification Time of its:

(a) Cash Requirement and Permitted Liabilities;
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(b} Deficit Amount;
{c} Preference Share Amount; or
(<) Target Dividend Amount;

the relevant amount for that sharcholder in reladon to the
relevant dividend payment shall be nil.

105.6 At the same time as a sharcholder gives any notification
contemplated by this arricle to the company, it shall supply a copy
of that notification to the other sharcholder. '

105.7  The directors may, and shall on being requested to do
so by either the R sharcholder or the E sharcholder, require a
sharzholder to supply such supporting evidence in respect of, or
confirmation of the information forming the basis of, any
notification given by that sharcholder for the purposes of this
article (or on which any such notification should have been based
had it been given or properly given), or such information as is
required to calculate the Reelevant Cash of a sharcholder who has
failed to give notification of that amount, as, in all the
circumstances, is reasonable and appropriate. If:

(a) any evidence or confinmation required pursuant to this
paragraph is not provided within such reasonable time
as the directors shall specify; or

(b} in the reasonable opinion of the directors, the evidence
or confirmation provided demonstrates a manifest error
or absence of good faith in relation to the relevanc
notification; or

(c} no notification of the amount of the Relevant Cash has
been given;

the directors shall be entitled in their absolute discretion to decide
that the amicnnt specified in the relevant notification shall be
deemed to be nil or such higher amount (not being more
favourable to the relevant sharcholder than the amount specified
in the relevant notification, if any) as the directors considar 1 be
reasonable having regard to the evidence and contipmacons

requested or received by them. In such event, ! at so
determin~d by the directors shall he ! : s of
“oles to be the amount v e s 0 Lscment,

¥ Liabilities, Relevant Cash, Delicit Amouns, Ureterence
-unt or, as the case may i, Target Davidend Amount.
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55 Withous prepgeiice tor arrle 1355 36, 13 Felauon T any
pisposes dividend pamert, exbe shareholder shall aouty the
directors that as at the Moutcinop Time she Gross Puvidend
Ainounss o be pud by the R sharenolder and the E shareholder
respectively have not been agreed by the R shareholder and the
E sharcholder in accordance wuh the terms of the Gowverning
Agreement:

(a) the Gross Dividend Amount per share for each
shareholder shall be such amount as the directors
determine to be the higher of:

(i) the Gross Dividend Amount notified by that
sharcholder; and

(i)  the Gross Dividend Amount per share for that
shareholder which would be derived from
applying to the Gross Dividend Amount per
share notified by the other sharcholder the
Equalisation Ratio and Applicable Exchange
Rate (as defined at the relevant tine for the
purposes of the Governing Agreement);

(b) based on the Gross Dividend Amount so determined by
them for each shareholder, the directors shall determine
the Target Dividend, Target Dividend Amount,
Permitted Liabilities and Cash Requirement for each
shareholder, and may rcquest such information from the
shareholders as they reasonably require in order to make
such determinations and, to the extent that it is
impractical to request such information or such
information is not obtained prior to the time at which
the relevant dividend is to be declared or
recommended, the directors shall be entitled to make
such assumptions and cstimates as to the matters
required to determine the Target Dividend, Target
Dividend Amount, Permitted Liabilities and Cash
Requirement for each sharcholder as they may consider
reasonable or necessary;

(<) the Target Dividend, Target Dividend Amount,
Permitted Liabilities and Cash Requirement for cach
sharcholder in relation to the Relevant Period shall then
be deemed for all purposes of the articles to be the
amount so determined by the directors.




Inability to pay
Tatrget Dividend
in full
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For the avoidance of doubt, she deterrmnation of Gross Dividend
Amounts by the directors in accordance with {a) above shall bhe
without prejudice to the power of the directers 10 decide the
portion of the profits of the company which it 15 appropriate to
distnbute.

105.9  If, in reladion to any proposed dividend payment, either
the R_shareholder or the E shareholder notifies the company that
it will be unable, by reason of any provision having the force of
law (but not solely by reason of the inadequacy of reserves or the
amounts payable to it pursuant to paragraphs {a) to {e) of
article 105.2 being insufficient to enable it to discharge its
liabilities and to pay all preferential dividends or the existence of
Excluded Shares), to make payment in full of its Target Dividend
to its ordinary sharcholders, the following provisions shall apply:

{a) unless the relevant shareholder requests otherwise
pursuant to paragraph (b) below, (i) the dividend
payable to that sharcholder under paragraph (f) of
article 105.2 shall be paid co it in full, notwithstzanding
that it will be unable to pay the full cash element of the
Target Dividend to its sharcholders; and (if) the amount
of any Permitted Liabilities of the relevant sharcholder
and all other relevant amounts shall be computed as if
such full payment were to be made; and in that event
the difference between the total amount paid to the
relevant sharcholder under article 105.2 (together with
any sum paid or due to the relevant shareholder by way
of tax credit or any other similar associated tax benefit)
and the total amount which would have been paid had
paragraph (b) below applied (translated, in the casc of
the E sharcholder into guilders at the rate used in the
calculation of the Target Dividend Amount) shall be
credited to a separate reserve in the books of the
relevant shareholder;

(b) if the relevant shareholder so requests prior to the
Notification Date, the dividend payable to that
sharcholder under paragraph (f) of article 105.2 shall be
whichever shall be the lesser of:

(i)  the amount notified by the relevant sharcholder
to be the amot:nt which would have been the
Target Dividend Amount had that amount
reflected the maximum Targetr Dividend
permitted by the provisions having the force of

‘e‘.sﬂ‘{;-::'?.;"‘f T &
1

NI




FY923430.054

(d)

law 1 consequence of which thay aticle 1059
applies; and

(i)  the amount which wouid have been payable to
the relevant shareholder under the said paragraph
had paragraph (a) above applied;

and, if paragraph (b)(i) applies, the reduced level of the
dividend to be paid by the relevant sharcholder to its
shareholders shall be taken into account in compunng
the amount of the Permitted Liabilities of the relevant
sharcholder and all other relevant amounts, and the
difference between the toral amount pad to the
relevant shareholder under article 105.2 and the amount
which would have been paid had paragraph (a) above
applied (in each case, including the amount of any tax
that has been or would be deducted or withheld from
the payment by the company) shall be credited to a
scparate reserve in the books of the company (the
"Deferred Dividend Reserve™), to be used for the
purpose of paying supplementary dividends to the
relevant shareholder in future to enable it to make
compensatory dividend payments to its shareholders;

where, pursuant to paragraph (b) above, any amount
stands to the credit of cither sharcholder in a Deferred
Dividend Reserve, the relevant shareholder may, at or
before the Notification Time in respect of any future
dividend payment by the company, request that, upon
that dividend being declared or recommended or at
such later date as may be agreed with the company,
there is paid to it by way of further dividend all or part
of the amount standing to its credit in the Deferred

Dividend Rescrve for the purpose of making

compensatory dividend payments to its shareholders,
but such arrangements shall not be taken into account
for the purpose of notification of the Targer Dividend
or Target Dividend Amount of the relevant
sharehoider;

following a request by cither sharcholder in accordance
with (c) above, the company shall make payment of the
amount requested in priority to any dividend which is,
or would otherwise be, payable under paragraph (f) of
article 105.2 (and in priority to such other dividend
payments as the R sharcholder and the E sharcholder
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may apree and nouty o the company) as part of the
same ¢listabution of profit:

() if and to the exient so requested by the R sharchalder
and the E sharcholder jointly, the directors shall adjust
the aspount of the Deferred Dividend Reserve 1 such
manner as the directors consider appropriate to reflect
any amangements agreed between the R sharcholder
and the E sharcholder and notified jointy 1o the
company in relation to:

(i)  any change in the issued share capital of the
relevant shareholder (provided, in the case of an
increase in the issued share capital, that the new
shares are to rank for compensatory payments);

(i)  any change in the taxation regime or rates of rax
or tax credit applicable to the relevant
sharcholder or to payments of dividend to or by
it;

(i) any future movements in the guilder-sterling
exchange rate; or

(iv)  compensating the sharcholders of the relevant
sharcholder for the delay in receipt of the
amount represented by the Deferred Dividend
Reserve.

105.10  All notifications given by either shareholder for the
purposes of this article shall be prepared with due care and
attention and, to the extent any notification requires any clement
of estimation, that estimation shall be made in good faith and
based upon reasonable assumptions.

CAPITAL RIGHTS

106.1  Save as indicated below, words and expressions defined
for the purpose of article 105 have the same meaning in this
article and, subject to the other provisions of this article, in this
article:

Assumptions means the following assumptions:

(@) that each of the Liquidation Companies is wound up,
commencing on the Commencement Date;
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{b}

()

(®

(g)

thac all of the assers of the Ligwdancn Aompasies
texcept, m the case of the R sharchelder and the
E sharcholder, the "R™ shares, the "E* shares and shares
in Elsevier Reed Finance, the R shareholder’s shares i
RHBV and any shares held by RHBY n the
E shareholder and all rights attaching to any such shares,
but including for the avoidance of doubt 1he
E sharcholders' shares i Reed Elsevier Nederland BV
and Reed Elsevies Overseas BV) are disposed of on an
arm's length basis in the windings-up on the
Determination Date;

that the R sharcholder and the E sharcholder received
in respect of the "R shares and the "E" shares the
amounts actually received by them prior to the making
of the relevant notification pursuant to paragraph (b) of
article 106.3 at the time when these amounts were
actually received and that they will receive their
respective due proportions of the Specified Amount on
the Specified Date;

that the interest of the R sharcholder and the E
sharcholder in the company immediately after the
Specified Date is equal to the relevant Residual Value
and that the interest of the R shareholder in RHBV is
equal to the RHBV Residual Value;

that Elsevier Reed Finance makes a single cash
distribution to its sharcholders on the Determination
Date of the full amount of assets available for
distribution to its sharcholders;

that RHBV makes a single cash distribution to its
sharcholders immediately following the distribution
pursuant to paragraph (¢) above of the full amount of

assets  available for distribution to its sharcholders

(excluding its shares in the E sharcholder and any
amount available as a result of a distribution by the E
sharcholder);

that, subject to the discharge of its liabilities (including
tax liabilitics which would arise if the Assumptions were
fulfilled), RHBV makes immediate onward liquidation
distributions to its shareholders of all moneys that woul 1
be available to it as a result of the E sharcholdes making
distributions on the assumption that the E shavcholder
makes distributions in accordance with the assun.ptions

):. &
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set out m paragraph f2) of aracle 106.12 %t iong
zreount of the extent to which ameoaunts would m fact
be capable of distribution by the E shareholder having
regard, amongst other things, to habilives of the
£ sharcholder which ar¢ not Perugted l:quidation
Liabilic »s);

(h) that all relicfs from rax that would be available 1o the
Liquidation Companies in their assumed liquidatons
(including by virtue of any tax grouping or other fisca’
unity provisions to the extent sch relies are available
from the R sharcholder, the E sharcholder, the
company, Elsevier Reed Finange or any af their
respective subsidiaries) are claimed, surrendered and
used in such a mamner as minimises the overall
ncidence of taxation on the assumed liquidations of the
Liquidation Companies (in cach case on the assumption
that the terms of clause 4.2 of the Implementation
Agreement have been observed by each shareholder and
that there has been no breach by any party of the
provisions of/ the Govemning Agreement or of the
agreément of even date with the Governing Agreement
bstween LHBV and the E sharcholder);

Avilable dsseis meany +*3elation o either the R sharcholder or
the B shareholder, the amoung -of the asets of the relevant
sharcholder that would be ava..sle in a winding-up of that
sharcholder on the basis of the Assumptions (other than
Assumptions (c) and (g), save as mentioned below) and subject to

the following:

(a) the following shall not be regarded as forming part of
those assets: ‘

(i)  any amount which would otherwise be taken
into account in respect of the "R" shares or the
'“E" shares and any other shares held by the
relevant  sharcholder in the Liquidation
Companies;

(i)  any distributions pursuant to article 106.2 other
than any distribution required by paragraph (a) of
that arccle;

(i)  any amount (to the extent it might otherwise be
trcated as an asset of the relevant sharcholder)
representing dividends unclaimed by
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(5)

(c)

(d)
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<hareholders ot the relevant shareholdor, o she
extent that, at the Commencement Date, the
relevanc sharcholder 1¢ or mav tecome bound n
accordance with applicable law or regulanon)
make payment of such snms ta or for the benefie

of a sharcholder;

in the computation of the amount of such assets thers
shall be deducted:

()  the amount of any reserve maintawed by the
relevant sharcholder pursuant to article 105.9;
and

(i) in the case of the R sharcholder, unless the
IR shareholder and the E sharcholder have jointy
notified the company that they have agreed
otherwise, an amount equal to the amount
received (net of all costs, including taxation and
other expenditure associated with the disposal)
by the R sharcholder (or by RHBV) as a resuit
of a disposal by the R sharcholder (or by RHBV)

“of all or any part of its interest in the Exchange
Shares, to the extent such amount has not been
reduced whether by reason of being distributed
1o shareholders of the R shareholder or in the
payment of taxation associated with its
distribution  (whether by RHBV to the
R sharcholder, or by the R sharcholder to its
shareholders or otherwise} or in any othier way;

the following shall, without limitation, be regarded as
forming part of those assets:

i) any amounts which could rcasonably be
expected to be received from any member of the
Reed Elsevier Group or of the Finance Group
under any indemnity, loan or other
arrangements,

(iiy  any amounts that would be receivable by the
relevant  sharcholder on a winding-up, in
accordance with the Assumptions, of Elsevier
Reed Finance;

in the computation of the amount of such assets, there
shall be added, except to the extent that the
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R sharcholder and the E sharcholder have ameed
otherwise:

(i)

4y

the aggregate of the amounts of all resources thiat
either {A) have been defrayed by the relevane
sharcholder at any ume in breach of the
Governing Agicement or in consequence of a
hiability or expenditure of the kind mentioned in
pavagraph (3) of the definition of "Pernurted
Lisbilities" or (B) would have been available to it
had it observed the terms of the Implementation
Agreement; less

the aggregate of the following amounts:

(A} if resources have been so defrayed as part of a
transaction which resulted in the acquisition
by the relevant sharcholder of cash, or a
non-cash asset, which was subsequently,
directly or indirectly wholly or in part
converted into cash: the amount of the cash
so acquired;

(B) if resources have been so defrayed as part of a
transaction whict}f'*rcsultcd in the acquisition
by the relevant’ sharcholder of a non-cash
asset which, or an asset directly or indirectly
deriving from which, was wholly or in part
still held by the relevant sharcholder at the
Commencement Date:. the amounc
attributed to that non-cash asset in the
calculation of the relevant Available Assets;
and

{C) if any dividend paid by the relevane
shareholdzr to its sharcholders has ever been
reduced on account of a particular matter
coming within sub-paragraph (d}(i) above
(having regard to the Equalisation Ratio and
the provisions of the Governing Agreement
and article 105): the amount saved by the
relevant  sharcholder by reason of that
reduction;

provided that the amount deducted pursuant to
this sub-paragraph (d)(ii) in respect of a particular
matter shall not exceed the amount which would
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otherwise be taken o account my respect of
that matter pursusant to  sub-paragraph {d){B
above,

Commencement Date means noon (London unie) on the effecuve
date of the commencement of the winding-up of the company
being, in the case of a voluntary winding-up, the date of the
relevant resolution to commence winding-up and, in the case of a
compulsory winding-up, the date of the presentation of the
petition for winding-up to the court;

Determination Date means the date six months after che
Commencement Date or such orher date as the R sharcholder
and the E sharcholder shall, prior to that date {or any other date
previously agreed for the purpose of this definition), agree and
notify to the company;

Excess Liabilities Requivement mcans, in relation to either the
R sharcholder or the E sharcholder, the amount by which the
Permitted Liquidadon Liabilities of the relevant sharcholder
exceed its Available Assers;

Expert means such person as the R sharcholder and the
E shareholder shell designace by notice to the company given
within 15 Business Days (or such longer period as the
R shareholder, the E sharcholder and the Liquidator shall agree
whether before or after the expiry of that period) of, in the case
of a matter falling within paragraph (b) of article 106.4, the
scrvice of the relevant Objection Notice or, in the case of a
matter falling within paragraph (b) of article 106.5, the date of the
relevant notification under article 106.3(d) or, in either case, any
previous Expert appointed 1u relation to the matter in question
becoming unable or unwilling to act or, in default of any such
designation, such person as may be appointed for the purpose of
resolving the matter in question (on the application of either
sharcholder or the Liquidator) by the President for the time being
of the Institute of Chartered Accountants in England and Wales;

Liguidator means the liquidator of the company;

Liguidation  Companies means the R sharcholder, the
E sharcholder, Elsevier Reeed Finance and RHBV;

Objection Notice means, in relation to any Proposed Distribution,
a notice given by either the R sharcholder or the E sharcholder
to the company stating that the relevant shareholder does not
agree one or more of the amounts specified, or deemed to have
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been specified, in the relevant noufication gven by the ather
sharcholder pursuant to paragraph (b) of artcle 1063 as the
amount of its Available Assets, Pernmtted Liquidation Liabilities or
Preference Capital Amount;

Permitted Liquidation Liabilities means, in relation to either the
R shareholder or the E sharcholder, the amount of the liabilities
of the relevant sharcholder which would be provable in a
winding-up of it commencing on the Cominencement Date,
(including liabilities in respect of tax) which would be liabilities of
the relevant shareholder if the Assumptions were satisfied but so
that such amount shall exciude:

(a) any liability to account for the amount of any tax (other
than, for the avoidance of doubt, tax on its income,
profits or gains) which would be required to be
deducted or withheld from payments to shareholders in
the winding-up;

(b) any liability directly or indirectly constituting, or
resulting from, or arising out of, any act or omission by
or matter concerning the relevant sharcholder or any
subsidiary of the relevant shareholder which has
constituted, a breach of the Governing Agreement or
which would not have existed had the terms of clause
4.2 of the [mplementation Agreement been observed
by the relevant sharcholder;

(c) a liability to pay to the other shareholder damages or
any other amount by way of compensation for breach
of contract or other wrongful act or pursuant to the
setdlement of any claim by the other shareholder
(whether or not lability is admitted) and any
expenditure to be incurred in settlement of such a
claim; and

(d) any liability to the extent it will be settled by some
other person

Preferesice Capital Amount means, in reladon to cither the
R sharcholder or the E sharcholder, the amount required to
discharge in full the sums that would be payable by the relevant
shareholder to the holders of its Preference Shares, if any, in a
winding-up of the relevant sharcholder commencing on the
Commencement Date, less the amount (if any) by which its
Available Assets exceed its Permitted Liquidation Liabilities;
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provided that the Preference Capital Amount shall not be less
than zcro;

Preference Share means a share in the capital of eiwer the
R shareholder or the ™. shareholder carrying a preferential rght to
capital distribution on a veinding-up other than an Excluded
Share;

Proposed Distribution meaus the distribution contemplated by the
relevant notification pursuant to paragraph (a) of article 106.3;

Residual Amount means the Specified Amounc less such amount
as the Liquidator would be required to distribute pursuant to
paragraphs (a) to (d) of article 106.2 prior to the making of any
distribution pursuant to paragraph (¢) of that article;

Residual Value means, in relation to either the R shareholder or
che E shareholder and any Proposed Distribution, the value for
the purpose of the taxation of capital gains of the interest of the
relevant shareholder in the company as at the time immediately

after the Specified Date;

RHBV Residual Value means, in relation to the R shareholder,
the value for the purpose of the taxadon of capital gains of the
interest of the R sharcholder in RHBV (having regard to the
value of the interest of RHBYV in the E shareholder) as at the time
immediately after the Specified Date;

Specified Amount means, in relation to a Proposed Distribution
the amount specified by the Liguidator in the relevant
notification pursuaut to paragraph (a) of article 106.3;

Specified Date means the date specified by the Liquidator in the
relevant notification pursuant to paragraph (a) of article 106.3;

Target Capital Distribution Amount means in relation to either
the R shareholder or the E sharecholder and any Proposed
Distribution, the amount which represents that proportion of the
Residual Amount which is required to be paid to the relevant
sharcholder in order to satisfy the formulae set out in
paragraph 7.1.2 of Schedule 1 to the Governing Agreement;

references to an amount being final and binding mean that the
relevant amount shall be deemed conclusively to be the amount
of the relevant Available Assets, Permitted Liquidation Liabilities,
Preference Capital Amount or, as the case may be, Target Capital
Distribution Amount for the purposes of calculating the amount
of all distributions made pursuant to this article 106 between the
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time when the relevant amount becomes final and binding and
such time as another notice is given pursuant to paragraph (a) of
article 106.3,

Capital rights ~ 106.2  Subject to article 106.7 w 106.10 below, on the
winding-up of the company, the assets of the company available
for distribution to shareholders shall be applied in the following

order:

(a) in paying to the holder or holders of the "G" shares a
sum equal to the nominal capital paid up on those
shares;

(b) in paying:

()  to the R shareholder, an amount equal to the
R Excess Liabilities Requirement; and

(i)  to the I shareholder, an amount equal to the
E Excess Liabilities Requirement;

provided that, if the amount available for distribution is
not sufficient to pay the sum of the R Excess Liabilities
! Requirement and the E Excess Liabilities Requirement
; in full, the amounts to be distributed pursuant tc this
| paragraph (b) shall be calculated by reference to the
| following formula:

_Ap Ly + DLy~ Ay L

R
Lo+ L
i E=D~R
i
‘ where:

A = the amount of the E Available Assets;
A, = the amount of the R Available Assets;

Lz = the amount of the E Permitted Liquidation

Liabilities;

Ly = the amount of the R Permitted Liquidation
Liabilities;

D= the towal amount available to be distnbuted

pursuant to this paragraph (b);
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R = the amount to be paid to the R, shareholder;
E= the amount to be paid to the E sharcholder;
provided that:

(1) if either the R Excess Liabilitics Requirement or
the E Excess Liabilities Requirement is zero, the
whole amount shall be payable to the
sharcholder the Excess Liabilities Requirement
of which is not zero; and

(2)  in no event shall the amount payable to either
sharcholder exceed that shareholder's Excess
Liabilities Requirement;

(c)  in paying to the R sharcholder and the E shareholder an
amount equal to the amount standing to the credit of any
Deferred Dividend Reserve in the name of the relevant
sharcholder on the Commencement Date; provided that,
if the amount to be distributed is not sufficient to pay such
amounts, the amount paid to each shareholder pursuant to
this paragraph (c) shall be reduced pro rata;

(d) in paying:

' (i)  to the R shareholder, an amount equal to the
R Preference Capital Amount;

(i)  to the E sharcholder, an amount equal to the
E Preference Capital Amount;

provided that (unless the R sharcholder and the
E shareholder notify the company that they have agreed
otherwise) if the amount available for distribution under
this paragraph (d) is less than the sum of the
R Preference Capital Amount and the E Preference
Capital Amount, the amounts payable on the R shares
and the E shares respectively shall reduce pro rata to the
R Preference Capital Amount and the E Preference
Capital Amount;

(e) in paying:

i) to the R sharcholder, an amount equal to the
sum of the R Target Capital Distribution
Amounts in relation to all interim and final
distributions pursuant to article 106.10; and
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(i)  to the E sharcholder, an amount equal to the
sum of the E Targer Capital Distnbuuon
Amounts in relation to all interim and final
distributions pursuant to article 106.10.

The Liguidator may at any time and from time to time
notify the R sharcholder and the E sharcholder of the
aggregate amount which the Liquidator believes will be
available to be distributed as an interim or final
distribution pursuant to paragraph (b) to (e) of
article 106.2 on or about a specified future date,

Within one month of any notification pursuant to
paragraph (a) above, each of the R sharcholder and the
E sharcholder shall notify the Liquidator ofi-

(i)  its bona fide best estimate as at the time when
the notification pursuant to this paragraph (b) is
made of the amount of its:~

(A) Available Assets;
(B) Permitted Liquidation Liabilities;
(C) Preference Capital Amount;

(D) Residual Value and, in the case of the
R shareholder, the RHBV Residual Value;

and

(E) its Target Capital Distribution Amount (if
any) with respect to the rclevant
distribution; and

(ii)  the exchange rates it has used in arriving at the
amounts referred to in paragraph (i) above.

Subject to article 106.4 below, if either sharcholder fails
to notify any amount required by paragraph {b)() above
(other than sub-paragraph (D)), the relevant sharcholder
shall be deemed to have notified the Liquidator that the
relevant amount is:

(i)  in the case of its Available Assets:-

(A) if the amount of its Available Assets shall
have been conclusively determined for the
purposes of any distributions made
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106.4(x)

(b)

immediately prior to the service of the
relevant notice under paragraph (a) above,
the amount so conclusively determined; ar

(B)if that amount shall not have been
conclusively determined, nil; and

(i)  in all other cases, nil.
The company shall, as soon as is practicable, notify:

(i)  the R sharcholder of the details of any
notifications by the E shareholder pursuant to

paragraph (b) above;

(i)  the E sharcholder of the details of any such
notifications by the R shareholder; and

(iiiy  the R sharcholder or, as the case may be, the
E shareholder of any default by the other of the
kind mentioned in paragraph (c) above.

The amount specified, or deemed to be specified, by
cither the R sharcholder or the E sharcholder as the
amount of its Available Assets, Permitted Liquidation
Liabilities or Preference Capital Amount pursuant to
article 106.3 shall be final and binding unless, within
15 Business Days of receipe by the other sharcholder of
notification of the relevant amount (or of any default in
specifying  the  relevant amount) pursuant  to
paragraph (d) of article 106.3, that other shareholder
serves an Objection Notice on the company in respect
of that amount,

In any case falling within sub-paragraph (c)@}B) of
article 106.3, an Objection Notice shall be deemed to
have been served in respect of the amount of the
Available Assets of the relevant sharcholder unless prior
to the expiry of the period specified in paragraph (a)
above the other shareholder shall have served a nouce
on the company stating that this paragraph (b) shall not
apply to the relevant situation.

If, in respect of any amount mentioned in paragraph (a)
above, an Objection Notice is served, the matter in
question (the Disputed Antount) shall be referred to the
Expert with a view to the Expert determining or
estimating the amount of the Disputed Amount.
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106.5¢a) If, in relation to any Proposed Distnbution:-

(b)

106.6

(i) no Objection Notice is served; and

(i) the sum of the Targer Capital Distribution
Amounts notified pursuant to paragraph (b) of
article 106.3 equals the relevant Residual
Amount,

those amounts shall be final and binding.

If paragraph (2) above does not apply, the issue of the
amount of Target Capital Distribution Amounts shall be
referred to the Expert with a view to the Expert
determining or estimating the relevant amounts.

The foliowing provisions shall apply in respect of any

matter which is referred to the Expert.

(@)

(b)

)

The T shareholder and the E sharcholder shall
co-operate fully with the Expert and shall promptly
provide the Expert with such evidence and
confirmations as he may reasonably require.

The R sharcholder, the E shareholder and the
Liquidator shall be entitled to make such representations
to the Expert, within such period, as the Expert shall
determine.

The Expert shall be entitled to obtain and rely on
advice from such other persons (including without
limitation lawyers, accountants, bankers, brokers and
valuers) as the Expert shall consider appropriate having
regard to the matter in dispute. [f a matter shall
previously have been referred to an Expert and either:-

(i)  that Expert shall have stated that he has
determined a particular issue arising in the course
of that reference in a particular way; or

Gi)  ic is implicit in that Experts determination or
estimate pursuant to this article 106 that he has
done s0;

ther: the Expert in relation to any subsequent reference
pursuant to this article 106 (whether or not the same
person) shall be entitled to regard that issue as having
been finally determined and to rely on that

- S 5

- pdeel

S e




determination in reaching his own detrermination or
estimate of the matter referred to him.

{d) The R shareholder and the E sharcholder shall use all
reasonable endeavours to procure that the Expert
determines or estimates the amount or amounts in
question by notice to those shareholders and the
company as soon as is reasonably practicable. The
Expert shall not be obliged to give reasons for his
decision.

(e) Subject to paragraph {f) below, the amount so
determined or estimated shall be final and binding.

(f) If 2 manifest error exists in the Expert's determination
or estimate and either the R sharcholder or the
E sharcholder notifies the company of it within
15 Business Days of receipt of the notice referred to in
paragraph (d) above, that determination or estimate shall
be a nullity and che shareholders shall procure that the
matter is referred back to the Expert.

(2 The Expert shall act as an expert and not as an
arbitrator,

(h) The Expert's fees, costs and expenses shall be borne by
the company as an expense of the liquidation. These
fees, costs and expenses shall be notionally divided

i between the R sharcholder and the E sharcholder in

| such proportions as the Expert may determine within

one month of notifying the company of his

! determination pursnant to paragraph (d) above (or,
failing which, cqually) and shall, accordingly, be
deducted from the amounts which are to be distributed
to those shareholders pursuant to this article 106.

ngﬁb"ﬁoﬂs 106.7(a) The Liquidator shall be entitled at any time to make an
unger . . -~ . . .
acticte 106.2(0) interim or final distribution pursuant to paragraph (b) of

article 106.2 subject to:-

(i) the amount referred to in paragraph (a) of
article 106.2 having been paid by the Liquidator
to the holder or holders of the "G" shares;

(ii)  the determination of Available Assets and the
Permicted  Liquidation Liabiliies of the
R shareholder and the E sharcholder having
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(b)

106.8(a)

become final and binding for the purposes of
distributions to be made at the relevant ume,

(i)  (unless the R sharcholder and the E shareholder
agree otherwise) the determinaion of at least
one of tche Available Assers, Permitted
Liquidation  Liabilities, Preference  Capital
Amount or Target Capital Distribution. Amount
of one of the shareholders having become final
and binding for the purposes of distributions to
be made at the relevant time within the
preceding six months; and

(iv)  cither or both of the R sharcholder and the
E sharcholder not having been paid in full the
amount of its Excess Liabilitics Requirement
pursuant to paragraph (b) of article 106.2.

Any amount to be distributed pursuant to paragraph (b)
of article 106.2 (the "Available Amount") shall be
divided between the R sharcholder and the
E shareholder in such proportions as secure (as far as
possible} that, having regard to any previous
distributions pursuant to that paragraph but assuming
that no further such distributions will be made, the
aggregate of the amounts paid to the R shareholder and
the E shareholder pursuant to that paragraph is divided
between them in accordance with the requirements of
that paragraph.

If, by reason of any change in the amount of the
Available Assets or the Permitted Liquidation Liabilities
of either the R sharcholder or the E sharcholder, either
sharcholder shall already have been paid pursuant to
paragraph (b) of article 106.2 more than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (b} of
article 106.2 then the whole of the Available Amount
shall be paid to the other sharcholder.

The Liquidator shall be entitled at any time to make an
interim or final distribution pursvant to paragraph (c) of
article 106.2 subject to:-

(i)  the matters specified in sub-paragraphs (a){i) to
(a)(ii1) of article 106.7;
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(i)  paymene of an amount equal to the R Excess
Liabilities Amount (if any) having been made to
the R shareholder and payment of an amount
equal to the E Excess Liabilities Amount (if any)
having been made to the E shareholder, in each
case, pursuant to paragraph (b) of article 106.2;
and

(i)  either or both of the R sharcholder and the
E sharcholder not having been paid in full
pursuant to paragraph (c) of aricle 106.2 the
~mount (if any) referred to in that paragraph as
standing to the credit of an account in its name.

(b) Any amount to be distributed pursuant to paragraph (c)
of article 106.2 (the Available Amount) shall be divided
between the R shareholder and the E shareholder in
such proportions as secure (so far as possible) that,
having regard to any previous distributions made
pursuant to that paragraph but assuming that no further
such distributions will be made, the aggregate of the
amounts paid to the R sharcholder and the
E sharcholder pursuant to that paragraph is divided
between them in accordance with the requirements of
that paragraph; provided that, for the purpose of
determining the amount to be paid under this
| article 106.8 (and article 106.9), if by reason of any
| change in amount of the Available Assets or the

Permitted Liquidation Liabilities of either the

R. shareholder or the E shareholder, cither sharcholder
shall have received more than its Excess Liabilities
Requirement pursuant to paragraph (b) of article 106.2,
the amount of the excess shall be deemed to have been
paid to the relevant sharcholder pursuant to
paragraph (c) of article 106.2.

() If, by reason of any change in the amount of the
Available Assets or the Permitted Liquidation Liabilities
of ecither the R sharcholder or the E sharcholder and
having regard to the proviso to paragraph (b) above,
either shareholder shall already have been paid pursuant
to paragraph (c) of article 106.2 more than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (¢) of
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article 106.2 then the whole of the Available Amount
shall be paid to the other shareholder.

The Liquidator shall be entitled to make an intenm or
final  distribution pursuant to paragraph (d) of
article 106.2 subject to:-

(i)  the matters specified in sub-paragraphs (a)(i) and
p paragrap
(a)(ii) of article 106.8;

(i)  the amounts referred to in paragraph (c) of
article 106.2 having been paid by the Liquidator
to the R shareholder and the E shareholder;

(i)  the Preference Capital Amounts of the
R shareholder and the E sharcholder having
been conclusively determined for the purposes of
distributions to be made at the relevant time; and

(iv)  either or both of the R sharcholder and the
E sharcholder not having been paid in full the
amount of its Preference Capital Amount
pursuant to paragraph (d) of article 106.2.

Any amount to be distributed pursuanc to paragraph (d)
of article 106.2 (the "Available Amount") shall be
divided between the R sharcholder and the
E sharcholder in such proportions as secure (so far as
possible) that, having regerd to any previous
distributions made pursuant to that paragraph but
assuming’ that no further such distributions will be
made, the aggregate of the amounts paid to the
R sharcholder and the E sharcholder pursuant to that
{rragraph is divided between them in accordance with
the requirements of that paragraph; provided that, for
the purpose of determining the amount to be paid
under this article 106.9 (and article 106.10), if by reason
of any change in the amount of the Available Assets or
the Permitted Liquidation Liabilitics of either the
R sharcholder or the E sharcholder and having regard
to the proviso to paragraph (b) of article 106.8, either
sharcholder shall have received more purmsuant to
paragraph (c) of article 106.2 than the amount (if any)
due to it under that paragraph, the amount of the excess
shall be deemecd to have been paid to the relevant
shareholder purstant to paragraph (d) of article 106.2.
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Distributions 106.10
under

If, by reason of any change m the amount of the
Available Assets, the Permitted Liquidation Liabilites or
the Preference Capital Amount of either the
R sharcholder or the E shareholder and having regard
to the proviso to paragraph (b) above, cither
shareholder shall already have been paid pumsuant to
paragraph (d) of article 106.2 more than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (d) of
article 106.2 then the whole of the Available Amount
shall be paid to the other shareholder.

The Liquidator shall be entitled at any time to make an

article 106.2(¢)  interim or final distribution pursuant to paragraph (¢) of
article 106.2 subject to:-

(@)

(b)

(c)

(d)

()

Repaymen: 106.11

the matters specified in sub~paragraphs (a)(i) to (a)(iii) of
article 106.9;

payment of an amount cqual to the R Preference
Capital Amount having been made to the
R sharchol-ler and payment of an amount equal to the
E Preference Capital Amount having been made to the
E sharcholder, in each case, pursuant to paragraph (d) of
article 106.2;

the Targer Capital Distribution Amounts of the
R sharcholder and the E sharcholder having been
conclusively  determined for the purposes  of
distributions made at the relevant time;

no previous distribution having been made pursuant to
paragraph (e) of article 106.2 since the time when the
last  preceding notice was given pursuant  to
paragraph (a) of article 106.3;

the amount of the relevant distribution to each of the
R shareholder and the E shareholder being equal to its
Target Capital Distribution Amount.

For the avoidance of doubt, it is declared that in no

event shall cither the R sharcholder or the E sharcholder be
obliged to repay any amount distributed to it pursuant to this

article.
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106.12(a) Amounts required to be calenlated for the purposes of
this article 106 (Capital Rights) shall be expressed in
sterling. Save to the extent sp.cified in paragraph 7.1 of
Schedule 1 to the Governing Agreement, the rates of
exchange used to determine such amounts shall be such
rates as shall in all the circumstances be reasonable. In
assessing what is reasonable, it shall be assumed that:-

() all assets of the R sharcholder and the
E shareholder are used to the extent necessary in
the discharge of their respective Permiteed
Liguidation Liabilities or are distributed to their
respective shareholders; and

i)  all amounts distributed to the R shareholder and
the E sharecholder pursuant to paragraph (b) of
article 106.2 are used in the discharge of their
respective Permitted Liquidation Liabilities and
all amounts so distributed pursuanc o
paragraphs (c) to (e} of article 106.2 are
distributed to their respective sharcholders;

in cach case, as soon as would be practicable if the
Assumptions were correct, if neither shareholder had
any liabilities other than Permitted Liquidation
Liabilities and if the aggregate amount referred to in
paragraph’(d) of the definition of Awvailable Assets in

respect of each sharcholder were nil.

(b) Amounts distributable under this article shall be
expressed and distributed in sterling.

106.13  In calculating the Permitted Liquidation Liabilities there
shall be disregarded any liability not otherwise specifically referred
to in the definitions of that term if such liability is, at the time of
the relevant notification pursuant to paragraph (b) of article 106.3,
a contingent liability only and if, in accounts of the relevant
shareholder drawn up as at that time in accordance cither (a) with
the accounting policies and practices of the relevant sharcholder
previously applied or (b) if any of these policics or practices are in
breach of the Governing Agreement, policies and practices
modified to the extent necessary to comply with that Agreement
and, in either case, cornplying with applicable law and accounting
standards, no provision would properly require to be made. If, in
respect of such a contingent liability, a provision would properly
require to be made on the basis described above, the proper
amount of such provision shall be the amount of the relevant
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liability taken wmto azcount for the puspose of calculatng the
Permiteed Liqudation Liabilities.

106.14  Articles 105.6 and 105.10 shall apply 1o notifizations
under this article.

DIVIDENDS

107. Subject to the provisions of the Act, the company may
by ordinary resolution declare dividends in accordance with the
respective rights of the members, bur no dividend shall exceed
the amount recommendzad by the directors.

108. Subject to the provisions of the Act, the directors may
declare and pay interim dividends (including interim dividends
intended to be in lieu of a final dividend) if it appears to them
that they are justified by the profits of the company available for
distribution. If the share capital is divided into different classes,
the directors may declare and pay interim dividends on shares
which confer deferred or non-preferred rights with regard to
dividend as well as on shares which confer preferential rights with
regard to dividend, but no interim dividend shall be declared or
paid on shares carrying deferred or non-preferred rights if, at the
time of payment, any preferential dividend is in arrear. The
directors may also declare and pay at intervals settled by them any
dividend payable at a fixed rate if it appears to them that the
profits available for distribution justify the payment. Provided the
directors act in good faith they shall not incur any liability to the
holders of shares conferring preferred rights for any loss they may
suffer by the lawful declaration or payment of an interim dividend
on any shares having deferred or non-preferred rghts. An
interim dividend shall become due and payable at such time as the
directors declaring the same may determine.

109. Except as otherwise provided by the rights attached to
shares, all dividends shall be declared and paid according to the
amounts paid up on the shares on which the dividend is paid. All
dividends shall be apportioned and paid proportionately to the
amounts paid up on the shares during any portion or portions of
the period in respect. of which the dividend is paid; but, if any
share is issued on terms providing that it shall rank for dividend as
from a particular date, that share shall rank for dividend
accordingly.

110, A general meeting declaring a dividend may, upon the
recommendation of the directors, direct that ic shall be satisfied
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wholly or partly by the distnbution of assets and, where any
difficulty arises in regard to the distubution, the directors nmay
setele rthe same and in particular may 1ssue fracrional cernficates
and fix the value for distribution of any assets and may determine
that cash shall be paid to any member upon the footing of the
value so fixed in order to adjust the rights of members and may
vest any assets in crustees,

111, Any dividend or other moneys payable in respect of a
shar* may be paid in any manner approved by the holder of that
share or may be paid by cheque sent by post to the registered
address of the person entitled or, if two or more persans are the
holders of the share or are jointly entitled to it by reason of the
death or bankruptey of the holder, to the registered address of
that one of those persons who is first named in the register nf
members or to such person and to such address as the person or
persons cntitled may in writdng direct. Every cheque shall be
made payable to the order of the person or persons entitled or to
such other person as the person or persons entitled may in writing
direct and payment of the cheque shall be a good discharge to the
company. Any joint holder or other person jointly entitled to 2
share as aforesaid may give receipts for any dividend or other
moneys payable in respect of the share,

112, No dividend or other moneys payable in respect of a
share shall bear interest against the company unless otherwise
provided by the rights attached to the share.

CAPITALISATION OF PROFITS

113. The directors may with the authority of an ordinary
resolution of the company:

(a) subject as hereinafter provided, resolve to capitalise any
undivided profits of the company not required for
paying any preferential dividend (whether or not they
ace available for distribution) or any sum standing to the
credit of the company's share premium account or
capital redemption reserve;

{b) appropriate the sum resolved to be capitalised to the
members who would have been entitled to it if it were
distributed by way of dividend and in the same
proportions and apply such sum on their behal€ either in
or towards paying up the amounts, if any, for the time
being unpaid on any shares held by them respectively,
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or in paying up in full unissued shares or debentures of
the company of a nominal amount equal to that sum,
and allot the shares or debentures credited as fully paid
to those members, or as they may direct, in those
proportions, or partly in one way and partly in the
other; but the share premium account, the capital
redemption reserve, and any profits which are not
available for distribution may, for the purposes of this
article, only be applied in paying up unissued shares to
be allotted to members credited as fully paid;

(©) make such provision by the issue of fractional
certificates or by payment in cash or otherwise as they
determine in the case of shares or debentures becoming
distributable under this article in fractions; and

{d) authorise any person to enter on behalf of all the
members concemned into an agreement with the
company providing for the allotment to them
respectively, credited as fully paid, of any shares or
debentures to which they arc enttled upon such
capitalisation, any agreement made under such auchority
being binding on all such members.

NOTICES

114. Any notice to be given to or by any person pursuant to
the articles shall be in writing except that a notice calling a
meeting of the directors need not be in writing.

115. The company may serve or deliver any notice or other
document on or to a metmber cither personally or by sending it
by post in a prepaid cnvelope addressed to the member at his
registered address or by leaving it at that address or by sending it
by facsimile transmission to the member at the last telephone
number (if any) which the member has given the company for
this purpose. In the case of joint holders of a share, all notices or
other documents shall be served on or delivered to the joint
holder whose name stands first in the register of members in
respect of the joint holding. Any notice or other document so
served or delivered shall be deemed for all purposes sufficient
service on or delivery to all the joint holders. ‘

116. Proof that an envelope containing a notice was properly
addressed, prepaid and posted shall be conclusive evidence that
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the notice was given. A notice sent by post shall be deemed
given:

(a) if sent by first class post from an address in the United
Kingdom or another country to another address in the
United Kingdom or, as the case may be, that other
country, on the day following that on which the
envelope containing it was posted;

(b) if sent by airmail from an address in the United
Kingdom to an address in The Netherlands or from an
address in The Netherlands to an address in the United
Kingdom, on the day following that on which the
envelope containing it was posted; and

() in any other case, on the fifih day following that on
which the envelope containing it was posted.

117. A notice left at the registered address of a member or
sent by facsimile transmission to a member at the last telephone
number (if any) which the member has given the company for
this purpose shall be deemed given at the time' the notice is
received.

118, A member present, cither in person or by proxy, at any
meeting of the company or of the holders of any class of shares in
the company shall be deemed to have received notice of the
meeting and, where requisite, of the purposes for which it was
called.

119. Every person who becomes entitled to 2 share shall be
bound by any notice in respect of that share which, before his
name is entered in che register of members, has been duly given
to a person from whom he derives his title.

120. A notice may be given by the company to the persons
entitled to a share in conscquence of the death or bankruptcy of a
member by sending or delivering it, in any manner authorised by
the articles for the giving of notice to a member, addressed to
them by name, or by the title of representatives of the deceased,
or trustee of the bankrupt or by any like description at the
address, if any, within the United Kingdom supplied for that
purpose by the persons claiming to be so entitled. Until such an
address has been supplied, a notice may be given in any manner
in which it might have been given if the death or bankruptey had
not occurred. '
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WINDING-UP

121, If the company is wound up, the liquidator may, with
the sanction of an extraordinary resolution of the company and
any other sanction required by the Act, divide among the
members in specie the whole or any part of the assets of the
company and may, for that purpose, value any assets and
determine how the division shall be carried out as between the
members or different classes of members. The liquidator may,
with the like sanction, vest the whole or any part of the assets in
trustees upon such trusts for the benefit of the members as he
with the like sanction determines, but no member shall be
compelled to accept any assets upon which there is a liability.

INDEMNITY

122. Subject to the provisions of the Act, but without
prejudice o any indemnity to which a director may otherwise be
entitled, every director or other officer of the company shall be
indemnified out of the assets of the company against all costs,
charges, losses, expenses and liabilitics incurred by him in the
execution or discharge of his duties or the exercise of his powers
or otherwise in relation thereto, including (but without
limication) any lability incurred by him in defending any
proceedings, whether civil or criminal, in which judgment is
given in his favour (or the proceedings are otherwise disposed of
without any finding or admission of any material breach of duty
on his part) or in which he is acquitted or in connection with any
application in which relief is granted to him by the court from
liability for negligence, default, breach of duty or breach of trust
in relation to the affairs of the company.
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Company No. 2746616

THE COMPANIES ACT 1985

A PUBLIC COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATICN
of
REED ELSEVIER. plc

PRELIMINARY

The regulations in Table A in the Companies (Tables A-F)
Regulations 1985 as in force at the date of the company's
registration shall not apply to the company.

Interpretation 1. 111‘ the-articles:

the Act means the Companies Act 1985 including any statutory
modification or re~enactment thereof for the time being in force;

the artides means the articles of the company;

dear days in relation to the period of a notice means that period
excluding the day when the notice is given or deemed to be
given and the day for which it is given or on which it is to take
effect; -

E shareholder means the holder of "E" shares;

Elsevier Reed Finance means the company incorporated in The
Necherlands with Amsterdam Chamber of Commerce File

Number 145.842;
Exchange Shares means shares of the series R in the capital of the
E shareholder;
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executed includes any mode of execution;

Finance Group means Elevier Reed Finance BV and s
subsidiaries from time to tfime;

Governing Agreement means the agreement with that name
entered into on the date of adoption of the articles between Reed
International P.L.C, and Eblcvier NV, as amended from time to
time;

the holder in relation to shares means the member whose name is
entered in the register of members as the holder of the shares;

Iruplementation Agreement means the agreement with that name
dated 30 October 1992 between Elsevier NV and Reed
International P.L.C. reiating to the merger of the businesses of
Elsevier NV and Reed International P.L.C., as amended from

time to time;
R shareholder means the holder of "R" shares;

Reed Elsevier Group means the company and its subsidiaries from
time to time;

registered office means the registered office of the company;

RHBV means Reed Holding BV, a company incorporated in
The Netherlands with file number 241.739 at the Amsterdam
Chamber of Commerce, and/or any other subsidiary of the
R_sharcholder which is for the time being a holder of Exchange
Shares or of any ordinary shares in the capital of the E shareholder
derived therefrom;

the seal means the common seal of the company and iucludes any
official seal kept by the company by virtue of sections 39 or 40 of
the Act;

secretary means the secretary of the company or any other person
appointed to perform the dutics of the secretary of the company,
including a joint, assistant or deputy secretary;

the United Kingdom means Great Britain and Northern Ireland.

Unless the context otherwise requires, words or expressions
contained in the articles bear the samie meaning as in the Act but
excluding any statutory modification thereof not in force at the
time the srticles are adopted.
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Headings are inserted for convenience osly and da nt affect the
construction of the articles.

2. In the articles (a) powers of delegation shall not be
restrictively construed; (b) the word directors in the context of the
exercise of any power contained in the articles ipciudes (i) any
committee consisting of one or more directors to which, and
(i5) any director holding executve office to whom, the power s
question has been delegated; (¢) no power of delegation shall be
limited by the existence or, except where expressly provided by
the terms of delegation, the exercise of that or any other pawer
of delegation; and (d) except where expressly provided by the
tenns of delegation, the delegation of a power shall not exclude
the concurrent exercise of that power by any other body or
person who is for the time being authorised to exercise it under
the articles or under another delegation of the power.

SHARE CAPITAL

3. Subject o the provisions of the Act and without
prejudice to any rights attached to any existing shares, any share
may be issucd with such rights or restrictions as the company may
by ordinary resolution determine, but, except with the prior
approval of the R sharcholder and the E sharcholder, no share
may be issued which is not fully paid and no share of any class
may be issued to a person who does not already hold shares of
that class.

4, The authorised share capital of the company upon
adoption of the articles is ,£120,000 divided into 100,000 7.5%
cumulative preference shares of L1 ("G" shares), 10,000
“R" Ordinary shares of 51 ("R" shares) and 10,000 "E" Ordinary
shares of £1 ("E" shares). The rights as regards participation in
the profits and assets of the company attaching to these shares are
as set out in articles 105 and 106.

5. The "G" shares shall not carry the right to receive
notice of, or to attend or vote at, gencral meetings.

6. Subject to the provisions of the Act, shares may be
issued which are to be redecmed or are to be liable to be
redeemed at the option of the company or the holder on such
terms and in such manner as may be provided by the articles.

7. The company may excrcisc the powers of paying
commissions conferred by the Act. Subject to the provisions of
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the Act, any such commission may be satisfied by the payment of
cash or by the allotment of fully or partly paid shares or partly in
one way and partly in the other.

8. Except as required by law, no person shall he recognised
by the company as holding any share upon any trust and (except
as otherwise provided by the articles or by law) the company shall
not be bound by or recognise any interest in any share except ay
absolute right to the cntirety thereof'in the helder,

SHARE CERTIFICATES

. Every member, upon becoming the holder of any
shares, shall be entitled without payment to one certificate for all
the shares of each class held by him {and, wpon transferring a part
of his holding of shares of any class, to a certificate for the balance
of such holding) or several certificates cach for one or more of his
shares upon payment for every certificate after the fist of such
reasonable sum as the directors may determine, Every certificate
shall be sealed with the seal and shall specify the number, class and
distinguishing numbers (if any) of the shares to which it reiates
and the amount or respective amounts paid up thereon. The
company shall not be bound to issue more than one certificate for
shares held jointly by several persons and delivery of a certificate
to one joint holder shall be a sufficient delivery to all of them.

10. If a share certificate is defaced, worn-out, lost or
destroyed, it tmay be rencwed on such terms (if any) as to
evidence and indemnity and payment of the expenses reasonably
incurred by the company in investigating cvidence as the
directors may determine but otherwise free of charge, and (in the
case of defacement or wearing-out) on delivery up of the old
certificate.

LIEN

11. The company shall have a first and paramount lien on
@very share (not being a fully paid share) for all moneys (whether
presently payable ‘or not) payable at a fixed time or called in
respect of that share. The directors may at any time declare any
share to be wholly or in part exempt from the provisions of this
article. The company's lien on a share shall extend to any amount
payable in respect of it.

12. The company may sell in such manner as the directors
determine any shares on which the company has a lien if a sum in
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respect of which the lien exists is presently payable and 1s not pad
within fourteen clear days after notice has been given to the
helder of the share or to the person entitled ta it in Consequence
of the death or bankruptcy of the holder, demanding payment
and stating that if the notice is not complied with the shares may
be sold.

13. To give effect to a sale the direcrors may suthorise soms
person to execute an instrument of transfer of the shaves sold ta,
or in accordance with the directions of, the purchacer. The title
of the transferee to the shares shall not be affectzd by any
irregularity in or invalidity of the proceedings in reference to the
sale.

14. The net proceeds of the sale, after payment of the costs,
shall be applied in payment of so much of the sum for which the
lien exists as is presently payable, and any residue shall (upon
surrender to the company for cancellation of the certificate for
the shares sold and subject to a like lien for any moncys not
presently payable as existed upon the shares before the sale) be
paid to the person entitled to the shares at the date of the sale.

CALLS ON SHARES AND FORFEITURE

15. Subject to the terms of allotment, the directors may
make calls upon the members in respect of any moneys unpaid on
their shares (whether in respect of nominal value or premivum)
and cach member shall (subject to receiving at least fourteen clear
days' notice specifying when and where payment is to be made)
pay to the company as required by the notice the amount called
on his shares. A call may be required to be paid by instalments.
A call may, before reccipt by the company of any sum duec
thercunder, be revoked in whole or part and payment of a call
may be postponed in whole or part. A person upon whom a call
is made shall remain liable for calls made upon him
notwithstanding the subsequent transfer of the shares in respect
whereof the call was made.

16. A call shall be deemed to have been made at the time
when the resolution of the directors authornising the call was
passed.

17. The joint holders of a share shal’ < jointly and severally
liable to pay 2l calls in respect thereof.
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18. If a call remains unpaid after it has become due and
payable the person from whom it is due and payable shall pay
interest on the amount unpaid from the day it became due and
payable until it is paid at the rate fixed by the renms of allounenr
of the share or in the notice of the call or, if no rte is fAxved, at
the appropriate rate (as defined by the Act), but the dirertors may
waive payment of the interest wholly or in part.

19. An amount payable in respect of a share on allotment or
at any fixed date, whether in respect of nominal value or
premium or as an instalment of a call, shall be deemed to be a call
and if it is not paid the provisions of the articles shall apply as if
that amount had become due and payable by virtue of 2 call,

20. Subject to the terms of allotment, the directors may
make arrangements on the issue of shares for a difference between
the holders in the amounts and times of payment of calls on their
shares.

21. If a call remains unpaid after it has become due and
payable the directors may give to the person from whom it is due
not less than fourteen clear days' notice requiring payment of the
amount unpaid together with any interest which may have
accrued. The notice shall name the place where payment is to be
made and shall state that if the notice is not complied with the
shares in respect of which the call was made will be liable to be
forfeited.

22, If the notice is not complied with any share in respect
of which it was given may, before the payment required by the
notice has been made, be forfeited by a resolution of the directors
and the forfeiture shall include all dividends or other moneys
payable in respect of the forfeited shares and not paid before the
forfeiture.

23. Subject to the provisions of the Act, a forfeited share
may be sold, re-allotted or otherwise disposed of on such terms
and in such manmer as the directors determine either to the
person who was before the forfeiture the holder or to any other
person and at any tmec before sale, re-allotment or other
disposition, the forfeiture may be cancelled on such terms as the
directors think fit. Where for the purposes of its disposal a
forfeited share is to be transferred to any person the directors may
authorise some person to execute an instrument of transfer of the
share to that person,
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cease to be 2 member in respect of them and shall serrender 4o
the company for cancelauon the cemificare for the shares
forfeited but shall remain liable to the company for all mongys
which at the date of forfeinure were presently payable by lum 10
the company in zespect of those shares with interest at the Fate at
which interest was payable on those maneys before the forfeimre
or, if no interest was sa payable, at the appropriate rate {as defined
in the Act) from the date of forfeiture until payment bur the
directors may waive payment wholly or in part or enforce
paywment without any allowance for the value of the shares ar the
time of forfeiture or for any consideration received on their
disposal.

25. A statutory declradon by 2 director or the socretary
that a share has been forfeited on a specified date shall be
conclusive evidence of the facts stated in it as against all persons
chiming to be entitled to the share and the declaration shall
(subject to the execution of an inscrument of transfer if necessary)
constitute a good title to the share and the person to whom the
share is disposed of shall not be bound to see to the application of
the consideration, if any, nor shall his title to the share be affecred
by any irregularity in of invalidity of the proceedings in reference
to the forfeiture or disposal of the share.

TRANSFER OF SHARES

26. The instrument of transfer of a share may be in any
usual form or in any other form which the directors may approve
and shall be exccuted by or on behalf of the transferor and, unless
the share is fully paid, by or on behalf of the transferee,

27. The directors shall not register a transfer unless:
(a) the transfer is in respect of only one class of shares; and
(b) the transfer is in respect of all the issued shares of that

class; and

() the transfer is either accompanied by a notice in writing
signed by or on behalf of all the other members
consenting to the transfer or is to give effect to an offer
which has been made pursuant to the City Code on
Takeovers and Mergers, as in force from time to time.

The directorc wuy refuse to register the transfer of a share on
which the company has a lien. They may also refuse to register a
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eransfer unless it is lodged at the regastered office, ar at such ather
place as the directors may 2ppeint, and is accompanied by the
certificate for the shares to which 1t relates ad such other
evidence as the directors may peasonably require 1o show the
right of the transferor to make the transfer.

28. If the directors refuse to yegister a transfer of 4 share,
they shall within two months after the date on which the transfer
was lodged with the company send to the transferee potice of the
refusal. :

29. The regiscration of wransfers of shares or of transfers of
any class of shares may be suspended at such times and for such
periods (not exceeding thirty days in any year) as the dirsctors
may determine,

30. No fee shall be charged for the registration of any
instrament of transfer or other document relating to or affecting
the title to any share.

31. The company shall be entitled to retain any instrument
of transfer which is registered, but any instrument of transfer
which the directors refuse to register shall be retumed to the
person lodging it when notice of the refusal is given.

TRANSMISSION OF SHARES

32. If 2 member dies, the survivor or survivors where he
was a joint holder, and his personal representatives where he was
a sole holder or the only survivor of joint holders, shall be the
only persons recognised by the company as having any title to his
interest; but nothing herein contained shall releasc the estate of a
dececased member from any liability in respect of any share which
had been jointly held by him.

33. A person becoming entitled to a share in consequence
of the death or bankruptcy of a member may, upon such
evidence being produced as the directors may properly require,
elect cither to become the holder of the share or to have some
person nominated by him registered as the transferee. If he clects
to become the kolder he shall give notice to the company to that
effect. If he clects to have another person registered he shall
execute an instrument of transfer of the share to that person. All
the articles relating to the transfer of shares shall apply to the
notice or instrument of transfer as if it were an instrument of




&

Rights of persons
cng)dcd.by?mm’cf

Alterations
pcr:_nitted by

resolution,

Fractions ansing
on consolidation

FY923430.054

transfer executed by the member and the death or hankruptey of
the member had not occurred.

34. A person becoming entited 0 a share in consequonce
of the death or bankruptcy of a member shall have the rights 1o
which he would be entitled if he were the hodder of the share,
except that he shall not, before being registered as the holder of
the share, be catithed in respect of it to attend or vore at any
wmeeting of the company or at any scparate meeting of the holders
of any class of shares in the company.

ALTERATION OF SHARE CAPITAL
35. The company may by ordinary resolution;

(a) increase its share capital by new shares of such amount
as the resolution prescribes;

(b} conselidate and divide all or any of its share capital into
shares of Jarger amount than its existing shares;

() subject to the provisions of the Act, sub-divide its
shares, or any of them, into shares of smaller amount
and the resolution may determine that, as between the
shares resulting from the sub-division, any of them may
have any preference or advantage as compared with the
others; and

(d) cancel shares which, at the date of the passing of the
resolution, have not been taken or agreed to be taken
by any persou and diminish the amount of its share
capital by the amount of the shares so cancelled.

36. Whenever as a result of a consolidation of shares any
menmbers would become entitled to fractions of a share, the
dircctors may, on behalf of those members, sell the shares
representing the fractions for the best price reasonably obtainable
to any person (including, subject te the provisions of the Act, the
company) and distribute the net proceeds of sale in duc
proportion among those members, and the directors may
authorise some person to exccute an instrument of transfer of the
shares to, or in accordance with the directions of, the purchaser.
The transferee shall not be bound to sce to the application of the
purchase money nor shall his title to the shares be affected by any
irregularity in or invalidity of the proceedings in reference to the
sale.
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GENERAL MEETINGS

37. Al general meetings ogher than anvat general meenngs
shall be called extraordinaxy general meenngs.

38. The dircciors may call general meeungs and, on the
requisition of members pursuant 1o the provisons of the Act, shall
forthwith proceed to convene an extrzosdinary general mecang
for a date nor later than 22slear days after recoapt of the
requisition.  If these are ot within the Lhmed Kingdam
sufficient ditectss w gall 3 general mesting, any director OF ANy
membet of the company may call a generel meceting.

NOTICE OF CSMERAL MEETINGS

39. An annual general meeting and an extraordinary geversl

meeting called for the pasing of a special sesolunon or a
resolution appointing a person as a director shall be called by at
least twenty-one clear days' notice.  All other extraordinary
general meetings shall be called by at least fouricen clear days'
notice but a general meeting may be called by shorter notice i i
is so agreed - '

(@) in the case of an annual gencral mecting, by all the
members entitled to attend and vote thereat; and

(V)] in the case of any other meeting, by a majority in
number of the members having a right to attend and
vote being a majority together holding not less than
ninety-five; per sent. in nominal value of the shares
giving £ right.

The notice shall specify the time and place of the mecting and the
general natire of the business to be transacted and, in the case of
an annual general meeting, shall specify the meeting as such.

Subject to the provisions of the articles and to any restrictions
imposcd on any shares, the notice shall be given to all the
members, to all persons entitled 1o a share in consequence of the
death or bankruptey of a member and to the directors and
auditors,

40. The accidental omission to give notice of a mecting to,
or the non-receipt of notice of a meeting by, any person entitled
to receive notice shall not invalidate the proceedings at that
meeting.
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PROCEEDINGS AT GENERAL MEETINGS

41. Two persons, one of whom is the R shareholder, or 2
proxy or duly authosised representative of such holder, and the
other of whom is the E sharcholder or & proxy or duly authonsed
representative of such holder, shall copsirute a quornm. No
business shall be transacted at any mecting unless such 2 quopam s
present.

42, If such a quoram is not present within half an hour
from the tinze appointed for the mecting, or if during 2 mecting
such a quorum ceases ta be present, the mectng shall stand
adjourned to the same day in the next week at the same time and
place or to such time and place as the directors may detennine.

43, The chairman, if any, of the board of direstors, or in his
absence the depury chairman, if any, of the board of directors, or
in his absence some other director nominated by the directors,
shall preside as chainnan of the meeting, but if neither the
chairman nor the deputy chairman nor such other director (if
any) be present within fAftcen minutes afier the time appointed
for holding the meeting and willing to act, the dircctors presens
shall elect one of their number to be chairman and, if there is
only one director present and willing to act, he shall be chairman,

44. If no director is willing to act as chainman, or if ro
director is present within fiftcen minutes after the time appointed
for holding the mecting, the members present and cntitled to
vote shall choose one of their number to be chairman,

43, A director shall, norwithstanding that he is not a
member, be entitled to attend and speak at any geners? meeting
and at any separatc meeting of the holders of any class of shares in
the company.

46. The chairman mzy, with the consent of a meeting at
which a quorum is present (and shall if so directed by the
meeting}, adjourn the meeting from time to time and from place
to place, but no business shall be transacted at an acjourned
meeting other than business which might properly have been
tansacted at the mcctmg had the adjournment not taken place.
When a meeting is adJourncd for fourteen days or more, 2t least
seven clear days' notice shall be given specifying the time and
place of the adjourned meecting and the general nature of the
business to be transacted. Otherwise it shall not be necessary to
give any such notice.
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A resolution put ta the vore of a meenng shail be
decided on a show of hands unless befoge, ox on the declauon
of the result of the show of hands a poll is duly demanded.
Subject to the provisions of the Act, a poll may be demanded by
the chairman or a member or proxy having rhe night ta vote s
the resolution in question.

4% Unless a poll is duly demanded a declaration by the
chairman that a resoluton has been camed or caried
unanimously, or by a particular jnajority, or lost, ar not cargied by
a particular majority and an entry to that effect in the minutes of
the meeting shall be conclnsive evidence of the fact withont
proof of the number or proportion of the votes recorded in
favour of or against the resolution,

49, The demand for a poll may, before the poll is aken, be
withdrawn but only with the consent of the chairman and a
demand so withdrawn shall not be taken to have invalidated the
result of a show of hands declared before the demand was made,

50. A poll shall be taken as the chairman directs and he may
appoint scrutineers (who need not be members) and fix a time
and place for declaring the resule of the poll. The resule of the
poll shall be deemed to be the resolurion of the meeting at which
the poll was demanded.

51. A poll shall be taken forthwith unless all the members
present in person or by proxy agree otherwise. The demand for a
poll shall not prevent the continuance of a meeting for the
tansaction of any business other than the question on which the
poll was demanded, Ifa poll is demanded before the declaration
of the result of a show of hands and the demand is duly
withdrawn, the meeting shall continuc as if the demand had not
been made.

52. In the case of an equality of votes, whether on a show
of hands or on a poll, the chairman shall not be entitled to a
casting vote in addition to any other vote he may have.

53. No notice need be given of a pall not taken forthwith if
the time and place at which it is to be taken are announced at the
meeting at which it is demanded, In any other case at least seven
clear days' notice shall be given specifying the time and place at
which the poll is to be taken,

54. A resolution i writing exccuted by or on behalf of
cach member who would have been entitled to vote upon it if ic
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had been proposed: 21 3 general mecting a7 whach he was present
shall be as effecrual as if it bad been pasied & 2 penerl mecong
duly convened and held and mazy consist of several mstmaments an
the like form cach execnted by or on behalf of one or more
members, In the cae of 2 corporation a resolunon m wrdng
may be signed on its bebalf by a director ar the secpetary thereaf
or by it duly appointed aromey or duly aathonsed
representative.  The provisions of this artcle shall apply mutatis
mutandis to resolutions in writing of any class of members of the
company.

55. Where for any purpose an ordinary resolution of the
company is required, a special or extraordinary resolution shall
also be effective and where for any purpose an extraondinary
resolution is required a special resofution shall also be effective.

VOTES OF MEMBERS

56.  Subject to any rights or restrictions actached to any
shares, on a show of hands every member who is present in
person or by proxy shall have one vote, and on a poll each
"R share shall carry one vote and each "E" share shall carry one
vote.

57. In the case of joint holdews the vote of the senior who
tenders a vote, whether in person or by proxy, shall be accepted
to the exclusion of the votes of the other joint holders; and
seniority shall be determined by the order in which the names of
the holders stand in the register of members,

58. A member in respect of whom an order has been made
by any court having jurisdiction (whether in the United Kingdom
or clsewhere) in matters conceming mental disorder may vote,
whether on a show of hands or on a poll, by his recciver, curator
bonis or other person authorised in that behalf appointed by that
court, and any such receiver, curator bonis or other person may,
on a poll, vote by proxy. Evidence to the satsfaction of the
directors of the authority of the person claiming to exercise the
right to vote shall be deposited at the registered office, or at ;uch
other place as is specified in accordance with the articles for the
deposit of instruments of proxy, not less thati 48 hours before the
time appointed for holding the meeting or adjourncd meeting at
which the rght to vote is to be exercised and m default the right
to vote shall not be exercisable.
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59. No member shall vote at any general mcening o at any
separate meeting of the holders of any class of shoges in the
company, either in person orx by proxy, in respeet of any share
held by him unless all moneys presently payible by him in respect
of that share have been paid.

60. Na objection shail be mised 1o the qualification of any
voter except at the mecting or adjourncd meeting at which the
vote cbjected to is tendered, and every vote not disallowed at the
meeting shall be w25+ Any objection made in due time shall be
referred ta the chainman whose decision shall be final and
conclusive.

61. On a poll votes may be given cither personally or by
proxy. A member may appoint more than one proxy to attend on
the same occasion,

62. An instrument appointing a proxy shall be in writing,
executed by or on behalf of the appointor and shall be in any
usual or common form or in any other form which the directors
may approve.

63. The instniment of proxy shall, unless the contrary is
stated in it, be deemed to confer authority to vote as the proxy
thinks fit on any resolution put to the meeting for which the
proxy is given, whether or not notice of the resolution was given
in the notice of meeting, and on any amendment of such 2
resolution. The instrument of proxy shall, unless the contrary is
stated in it, be valid as wyl for any adjournment of the meeting as
for the meeting to which it relates.

64. The instrument appointing a proxy and any authority
under which it is cxecuted or a copy of such authority certified
notarially or in some other way approved by the directors may:

{a) be deposited at the registered office or at such other
place within the United Kingdom as is specified in the
notice convening the meeting or in any instrument of
proxy sent out by the company in reltion to the
meeting before the time for holding the meceting or
adjourned meeting at which the person named in the
instrument proposes to vote; or

(b) in the case of a poll taken more than 48 hours after it is
demanded, be deposited as aforesaid after the poll has
been demanded and before the time appointed for the
taking of the poll; or

Page 14




Revoaton of

snthority

Limis on number
of directors

Pawer to appoint
alternates

Alternates entided
to receive notice
but no
remuneratian

Termination of
appnintnent

FY923430.054

{c) where the poll is not raken ferthwith but 1s taken nat
more than 48 hours after it was demanded, be delwered
at the meeting at which the poll was demanded 1o the
chairman or ta the secretary or to any director;

and an instrument of proxy which is not deposited or delivered w
a manner so permitted shall be invalid.

65. A vote given or pafl demanded by proxy or by the duly
authorised representagive of 2 corporation shall be valid
notwithstanding the' previvas determinaton of the authornty of
the person voting or demanding a poll unless nodee of the
determination was received by the company at the registered
office or at such other plagc ot which the instrument of proxy was
duly deposited before the commencement of the mesting or
adjourned mesting at which the vote i given or the poli
demanded or (in the case of a polf taken otherwise than on the
same day as the meesing or adjourncd meeting) the tme
appointed for taking the poll.

NUMBER. OF DIRECTORS

66. The number of directors (other than alternate directors)
shall be not less than two nor more than twenty ar such lusser,
even, number of directors as the company may by ordinary
resolution determine.

ALTERNATE DIRECTORS

67. Any director {other than in the capacity of an altemnate
director) may appaint any other director to be an alternate
director and may remove an alternate director so appointed by
him. A director may act as the alternate for any number of
directors,

68. An altemate director shall be entitled to reccive notice
of all meetings of directors and of all meetings of commistees of
directors of which his appointor is a member, to attend and (as
provided in article 97) vote at any such mceting at which the
director appointing him is not personally present, and generally to
perform all the functions of his appointor as a director in his
absence, but shall not be’ entitled to reccive any remuneration
from the company for his services as an alternate director.

69. An alternate director shall cease to be an alternate
director if his appoint. - 7ses to be a director.

"
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74 Any eppoimtment or removal of an alemane dircctor
shall be by notice to the company signed by the directey makng
or revoking the appointment or m 2nv other manuer approved by
the directors.

71. Save as atherwise provided in the articles, an altermate
director shall alone be responsible for his own acts and defaults
and he shall not be deemed to be the agent of the director
appointing himn.

POWERS OF DIRECTORS

72. Subject to the provisions of the Act, the memorandum
and the articles and to any directions given by special resolution,
the business of the company shall be managed by the directors
who may exercise all the powers of the company. No alteration
of the memorandum or articles and no such direction shall
invalidate any prior act of the directors which would have been
valid if thac alteration had not been made or that direction had
not been given, The powers given by this article shall not be
limited by any special power given to the directors by the articles
and a meeting of directors at which a quorum js present may
exercise all powers excrcisable by the directors.

73. The directors may, by power of attorney or otherwise,
appoint any person to be the agent of the company for such
putposes and on such conditions as they determine, including
authority for the agent to delegate all or any of his powers,

COMMITTEES OF THE DIRECTORS

74. The directors may delegate any of their powers to any
committee cousisting of one or more directors. The directors
inay also delegate to any director holding any cxecntive office
such of their powers as the directars « nsider desirable to be
cxercised by him. Any such delegation shall, in the absence of
eXpress provision to the contrary in the terms of delegation, be
deemed to include authority to sub-clelegate to cne or more
dircctors (whether or not acting as a comumittee) or to any
cmployee or agent of the company all or any of the powers
delegated and may be made subject to such conditions as the
directors may specify, and may be revoked or altered. The
procecdings of a committee with two or more members shall be
governed by the articles regulating the proceedings of directors so
far as they are capable of applying but, save as provided in
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article 75, the directors may detenmue a different quenum o 1hat
which applies to meetings of the duectons. Nencubhstandmg any
other provision of the articles, the directors may not delegate to
any committee of the directors or any other person any of thar
powers in relation to ardcles 105 or 106, save for their powers i
article 105.7, and any delegation by the directers shall be deemed
not to extend to any such powsers,

75. There shall be a committee of the directors known as
the "Reed Elsevier Group Executive Committee" which shall be
subject to the specific regulations of this article and, to the extent
not in conflict with the following provisions of this article, to the
provisions of the articles regulating the proceedings of directors so
far as they are capable of applying.

(a) The Reeu Elsevier Group Executive Committee shall
have the powers delegated to it from time to time by
the directors.

(b) Until 31 December 1996:

(i)  the Reed Elsevier Group Executive Committee
shall comprise not more than four members
entitled to count in the quorum and vote, each
of whom shall be a director of the company;

(i)  the R sharcholder and the E sharcholder shall
cach be cntitled to appoint up to two members
of the Reed Elbevier Group Executive
Committee;

(iii)  a member of the Reed Elsevier Group Executive
Committee may be removed by his appointor;

(iv)  every such appointment or removal shall be in
writing and shall ke effect on receipt by the
company;

(v}  amember of the Reed Elsevier Group Executive
Comunittee shall automatically cease to be such a
member if he ceases to be a director of the
company;

(vi)  a quorum of the Reed Elsevier Group Executive
Comnnittee shall be hvo members, one of whom
has been appointed by the R sharcholder and
one by the E sharcholder;
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(vii)  the chauman and deputy chamman of the Doad
of directers shall be, respecuvely, the chamnan
and deputy chainman of the Rceed Elsewcr
Group Executive Commuttce, unless they are
not members of that Committee.

(c) The Reed Elsevier Group Execunve Committee may
co-opt additional directors of the company, but such
additional directors shall not count in the guorum and
shall not be entitled to vote cn any resolntion of the
Reed Elsevier Group Executive Committes.

(d) After 31 December 1996, the members of the Reed
Elsevier Group Executive Committee shall be
appointed by the directors.

APPOINTMENT OF DIRECTORS

76. The R sharcholder shall from time to time be eniitled
to appoint any person to be a director and to remove any director
so appointed, provided that not more than ten persons {or, if less,
one half of the maximum number of directors determined in
accordance with article 66) shall at any one time hold office by
virtue of such appeintment. Every such appointment or removal
shall be in wrting and shall take effect on receipt by the
con:pany.

77. The E sharcholder shall from time to time be entitled to
appoint any person to be a director and to remove any director so
appointed, provided that not mere than ten persons (or, if less,
one half of the maximum number of directors determined in
accordance with article 66) shall at any one time hold office by
virtue of such appointinent. Every such appointment or removal
shall be in writing and shall take effect on receipt by the
company.

78. Unless otherwise agreed in  writing by the
R. sharcholder and the E sharcholder, or pursuant to article 79,
the directors shall not have power to appoint or remove directors.

79. For such time (if any) as a Notice of Suspension [as
defined in clause 9 of the Governing Agreement) is ia force:-

(a) if the Party giving Notice (as defined in clause 9 of the
Governing Agreement) is Elsevier (as defined in the
Governing Agreement):
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)

the R shireholler hall oot ke enntled o
appoint axy person as a member of the Reed
Elsevier Group Execuuve Commattes pursacad
to article 75{(b)(it} and shall not be enttled to
exercise the rghts c.nfeped on 3t by
article 73(b){i#1), bur instead a mjonty of the
directors appowmted by the R sharcholder shall be
entitled to exercise those rights;

the R sharcholder shall not be e¢ntided to
exercise an> of the rights conferred by article 76,
but instead a majority of the directors appointed
by the R sharcholder shall be entitled to exercise
those rights. A person appointed a dirgcti:i
pursuant to ¢he exeteise of she rights conferred
by this paragraph (a)(it) shall bg deemed for the
purpose of the artcls (including, For thg

- avoidance of douwbt, this articde) ¥s have been

appoiiited by the R *sT?archOldt:r,

{b) if the Party giving Notice {as defined in clause 2 of the
Governing Agreement) is Reed (as defined in the
Goveming Agreement):

@

(i)

the E sharcholder shall not be entitied to appoint
any person as a member of the Reed Elsevier
Group Executive Conumittee pursuant  to
article 75(b)(ii) and shall not be entitled to
excrcise the rights conferred on it by
article 75(b)(iii), but instcad a majority of the
directors appointed by the E sharcholder shall be
entitled to exercise those rights;

the E shareholder shall not be entitled & exercise
any of the rights conferred by article 77, but
instead a majority of the directors appointed by
the E sharcholder shall be entitled to exercise
those rights. A person appointed a director
pursuant to the excrcise of the rights conferred
by this paragraph (b)(ii) shall be deemed for the
purpose of the articles (including, for the
avoidance of deubt, this article) to have been
appninted by the E shareholder;
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in the case of 2 transter of shares m she company by &)
Party giving Notice, there shall te svbsnmced for
article 27{c}:

"the transfer has been approved by a resolunon of
the directors™.

DISQUALIFICATION OF DIRECTORS
The office of a director shall be vacated if:

he ceases to be a director by virtue of any provision of
the Act or he becomes prohibited by law from being a
director; or

he becomes bankrupt or makes any arrangement of
composition with his creditors generally; or

he is, or may be, sudering frem mental disorder and
either;

()  he is admitted to hospital in pursuance of an
application for admision for treatment under the
Mental Health Act {983 or, in Scotland, an
application for admission under the Mental
Health (Scotland) Act 1960; or

iy  an order is made by a court having jurisdiction
(whether in the United Kingdom or elsewhere)
in matwers concerning mental disorder for his
detention or for the appointment of a receiver,
curator bonis or other person to exercise powers
with respect to his property or affairs;

he resigns his office by notice to the company; or

he is removed from office pursuant to aricle 76 or
article 77, as the case may be,

REMUNERATION OF DIRECTORS

Directors who do not hold executive office under the

company shall be entitled to such remuneration as the company
may by ordiriry resolution determine and, uniess the resolution
provides otherwise, the remuneration shall be deemed to accrue
from day to day.
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DIRECTORS EXPENSES
82, The directors may be paid 271 traveTing. foted and otk

expenses propetly wcwmed by chem 1 comnecmen with ther

artendance at meetings of direstors or commmitices of dwectors oy
general meetings or separate meesings of the holders of any «Jass
of shares or of debentures of the company or etherwase
connection with the discharge of their dutes.

DIRECTORS' APPOINTMENTS AND INTERESTS

83. Subject to the pravisions of the Act, the directors may

appoint one or more of their number to the office of Chief

Executive, or to any other executive office under the company,
and may enter into an agreement or arrangement with any
director for his employment by the company or for th provision
by him of any services outside the scope of the ordin.ry duties of
a director. Any such appoinument, agreement or arrangement
may be made upon such terms as the directors determine and
they may remunerate any such director for his services as they
think fit. Any appointment of a director to an executive office
shall terminate if he ceases to be a director but wirhout prejudice
to any claim to dumages for breach of the contract of service
between the dircetor and the company.

84. Subject to the provisions of the Act, and provided that
he has disclosed to the directors the nature and extent of any
material interest of his, a director notwithstanding his office:

(a) may be a party to, or otherwise interested in, any
transaction or arrangement with the company or in
which the company is otherwise interested;

(b) may be a dircctor or other officer of, or employed by,
or a party to any transaction or arrangement with, or
otherwise interested in, any body corporate promoted
by the company or in which the company is otherwise
mterested; and

() shall not, by reason of his office, be accountable to the
company for any benefit which he derives from any
such office or employment or from any such transaction
or arrangement or from any interest in any such body
corporate and no such transaction or arrangement shall
be liable to be avoided on the ground of any such
interest or benefit.
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(3) a general notice given to the dweczoms thar a dwes2or 8
to be regarded 35 havicg an mterest of the nawere and
extent specified in the nonce m any frapsaciion or
arrangement in which 2 specified porsen or class of
persons is interested shall be deemed to be a disclosure
that the director has an interest in any such transaction

of the nature and extent so specified;

(b) an interest of which a director has no knowledge and of
which it is wnreasonable 1o expect him to have
knowledge shall not be teated as an interest of his; and

(©) a director shall not be reguired to disclose 1o the
directors that he is a director or other officer of, or
employed by, or interested in shares or other securities
of, any body corporate which is a member of the
company or in which such member holds shares.

tnformation 85. A director may communicate to any member of the

belonging to the .

company company, or to any director or officer of a member of the
company, any information which the director would, but for the
provisions of this article, be precluded because of his fiduciary
relationship with the company from using for the benefit of, or
communicating to, any person other than the company {except
for the purpose of the proper performance of his duties) and may
authorise on behalf of that member of the company the
publicadon of any such information which that member is
required to publish by law or by the regulations of any stock
exchange on which shares in that member are from time to time
listed, quoted or traded,

Excrcise byf 86. The directors may exercise the voting power conferred
S‘;i‘,-}?;‘}}'g;:,, by the shares in any body corpurate held or owned by the
company in such manner in all respects as they think fit (including
the exercise thereof in favour of any resolution appointing any or
all of them directors of such body corporate, or voting or
providing for the payment or giving of remuneration or other

benefits to the directors of such body corporate).
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DIRECTORS GRATUITIES, PENSIONS AND
ENSURANCE

87. The directors may provide bomefis, whether by the
payment of gratwities or pensions or by wsurance or othenwne,
for any director who has held but no lenger kelds any execunve
office or employment with the company or with any body
corporate which is or has been a subsidiary f the company or 4
predecessor in business of the company or of any such subndiary,
and for any member of his family (including a spouse and 3
former spouse) or any person who is or was dependent on han,
and may (as well before as after he ceases 1o hold such effice or
employment) contribute to any fund and pay prempums fof the
purchase or provision of any such benefit,

88. Without prejudice to the pravisions of arcnle 122, the
dirccrors shall have the power to purchase and mantain insurance
for or for the benefit of any persons who are or were at any tinxe
directors, officers or employecs of the company, or 01" any other
company which is a member of it or in which the comipany or
such member has any interest whether direct or indirect or which
is in any way allied to or assaciated with the company, or of any
subsidiary undertaking of the company or any such other
company, or who are or were at any time trusices of any pension
fund or employees' share scheme in which employees of the
company or any such other company or subsidiary undertaking
are interested, including (without prejudice to the generality of
the foregoing) insurance against any liability incurred by such
persons in respect of any act or omission in the actual or
purported exccution or discharge of their duties or in the exercise
or purported exercise of their powers or otherwise in relation to
their duties, powers or offices in relation to the company or any
such other company, subsidiary undertaking, pemsion fund or
employees' share scheme.

89, Pursuant to scction 719 of the Act, the directors are
hereby authorised to make such provision as may seem
appropriate for the benefit of any persons employed or fonmerly
employed by the company or any of its subsidiaries in connection
with the cessation or the transfer of the whole or part of the
undertaking of the company or any subsidiary. Any such
pravision shall be made by a resolution of the directors in
accordance with the said section.
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PROCEEDINGS OF DIRECTORS

90. Subject to the provigens of the amule, dhe dwitn
may regulats their proceediags as they ik £t A direeiog 22av,
and the secretary ac the request of a duector shall, cafl 2 meeung
of the directors. Notice of a meeung of the dircczer shall ke
deemned to be properly given to a director if 1t 15 gaven to Jum
personally or by word of mouth or sent in wrting to tam at dus
last known address or any other address gven by han 1o the
company for this purpose. Questions arising at 3 meeting shall be
decided by a majority of not less than twe-tiards of the votes cast.
A director who is also an alternate director shall be entitled to a
separate vote in addition to his own vote on behalf of s
appointor who is absent. Any director may waive notice of a
meeting and any such waiver may be retrospective.

91. The quorum for the transaction of the business of the
directors shall be two, one being a director {or s alternate)
appointed by the R shareholder and one being a director {or his
alternate) appointed by the E shareholder.

92. The continuing directors or a sole continuing director
may act notwithstanding any vacancies in their number, bu, if
the number of directors is less than the number fixed as the
quorum, the continuing directors or dirzctor miay act only for the
purpose of calling a general meeting.

93. The directors may appoint one of their number to be
the chairman, and one of their number to be the deputy
chairman, of the board of directors and may at uny time remove a
director from such office. Unless he is unwilling to do so, the
dircctor appointed as chairman, or in his stead the director
appointed as deputy chairman, shall preside at every meeting of
directors at which he is present. But if there is no dircctor
holding those offices, or if neither the chairman nor the depuvy
chairman is willing to preside, or neither of them is present
within five minutes after the time appointed for the meeting, the
directors present may appoint one of their number to be
chairman of the mecting,

94. All acts done by a meeting of dircctors, or by a
committee of directors, or by a person acting as a director shall,
notwithstanding that it be afterwards discovered that there was a
defect in the appointment of any director or that any of them
were disqualified from holding ofhice, or had vacated office, or
were not entitled to vote, be as valid as if’ every such person had
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been duly appointed ard was gqualified end led comtmeed o be a
director and had been enncled o voze.

95. A resolution mn writing agned by all the diwetion
entitled to rececive netice <f a meeting of directors o1 KO TeIeNe
notice of and ta wote at 2 commitree of directams, shal] he as vabd
and effectual as if it had been passed ar 2 mecung of dwectors or
(as the case may be} a committee of directors duly convened and
held and may consist of several documents in the hke form each
signed by one or more dixectors; but a resclunion signed by an
alternate director on behalf’ of his appointor need nov also be
signed by his appointor and, if it is signed by a director who has
appointed an altemate director, it need not be signed by the
alternate director in that capacity.

Go. Without prejudice to the first sentence of artcle 90, a
meeting of the directors or of a committee of the directors may
consist of a conference between directors who are not all in one
place, but of whom each is able (directly or by telephonic
commurijcation) to speak to each of the others, and to be heard
by cach of the others simultancously. A director taking part in
such a conference shall be deemed to be present in person at the
maeeting and shall be entitled to vote or be counted in a quornm
accordingly. Such a meeting shall be deemed to take place where
the Jargest group of those participating in the conference is
assembled, or, if there is no such group, where the chairman of
the meeting then is. The word "mecting” in the articles shall be
construed accordingly.

97. A director may count in the quorum and vote at any
meeting of the directors or of a committee of the directors on any
resolution zonceming a transaction or agreement with the
cempany or in which the company is interested, or concerning
any other matter in which the company is interested,
notwithstanding that he 1s interested in that transaction,
arrangement or matter or has in relation to it a duty which
conflicts or may conflict with the interests of the company.

SECRETARY

98. Subject to the provisions of the Act, the sccretary shall
be appointed by the directors for such term, at such remuneration
and upon such conditions as they may think fit; and any secretary
so appointed may be removed by them.
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99. The directors shafl canse mrrutes 00 ke mzde m books

kept for the purpose.

(a) of al} appoinmments of officers made by the directors;
and

(b) of all proces fings at meetings of the company, of the

holders of any class of shares in the company, and ef the
dircetors, and of committees of directory, including the
names of the directors present at each such mgeting.

THE SEAL

100. The seal shall only be used by the authority of the
directors or of a committee of directors authorised by the
directors. The directors may detenmine who shall sign any
instrument to which the seal is affixed and unless otherwise so
determined it shall be signed by a director and by the secretary or
by a second director,

101. The company may exercise the powers conferred by
section 39 of the Act with regard to having an official seal for use
abroad.

DEEDS

102. Where the Act so permits, any instrument sigied “with
the authority of a resolution of the directors or a committee of
the directors by one dircctor and the secretary or by two directors
and expressed to be oxecuted by the company as a deed shall have
the same effect as if executed under the seal, provided that no
instrument which makes it clear on its face that it is intended by
the persons making it to have cffect as a deed shall be signed
without the authority of the directors.

103. A document which is executed by the company as a
deed shall ot be deemed to be delivered by the company solely
as a result of its having been executed by the company.

CERTIFICATION

104. Any director or the secretary or any person ‘ppointed
by the directors for the purpose shall have power (a) to
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authenticate any dovuments affertrag the cepsuinn o 00
company, any resolutions paseed by the company. the holderns o
any class of shares of the company o7 the Jucllon of any
commmittee of the direcrors, and anv bocks, records, dacnments or
accounts relating to the business of the company, and ) o
cert.fy copies therecd or extracts therefrom as true copes or
extracts. A document purporting o be a copy of a resolunon, or
the minutes of or an extract from the minutes of a meeting of the
company or the holders of any class of shares of the company or
of the directors or any committee of the directors that is certified
as aforesaid shall be conclusive evidence in favour of all persens
dealing with the company upon the faith thereof that such
resolution has been duly passed or, as the case may be, that such
minutes or extract is a true and accurate record of proceedings at
a duly constituted meeting,.

INCOME RIGHTS

105.1  In this article, subject to the provisions of article 105.3,
105.5 and 105.7 to 105.9:

Anticipated Distribution means, in rclation to cither the
R sharcholder or the E sharcholder and any Relevarit Period, the
ageregate of the dividends referred to in the definitions of
Preference Share Amount and Target Dividend Amount below
atd the relevant shareholder's reasonable estimate of the amount
of the redsmption moneys in respect of any Preference Shares
which it will be required to pay out during the Relevant Period
(other than amounts which could tawinliy be paid out of capital
rather than distributable reserves);

Anticipated Distributions Time means the time at which the first
part of the relevant Andcipated Distribution is expected by the
yzlevant sharcholder to be made;

Associated Tax Credit means, in relation to any dividend payable
or proposed to be paid by ecither the R sharcholder or the
E shareholder, the amount of any associated tax credit (or the
value of any other similar associated tax benefit) which would be
available to a shaceholder receiving the dividend who was an
individual solely domiciled and resident and subject to tax in the
country in which the company paying the dividend is within the
charge to tax by reason of residence or incorpcration, but
excluding the amount of any such credit or benefit in respact of
tax to be deducted or withheld from the dividend by the paying
company;
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Rusiness Day means 2 day on winch banks ate generally open for
busingss in both the ity of London and Amsterdam;

Cash Reyuivernent means, in relation to cither the R shareholder
ot the E sharehalder and any Relevant Period, the amaount which
the relevant sharebolder notifies to the company by the
Notificationn Time to be its bona fide estimate of the amounr it
requires to receive by way of dividend from the company in
arder to be able to meet in full all its Permitred Liabilities, having
regard to:

{a) the amount, and likely timing and currency of payment
of those Penmitted Liabilities; and

{b) the amount, and fikely timing and currency of its
Relevant Cash;

Deficit Amonunt means, in relation to cither the R sharcholder or
the B sharcholder and any Relevant Period, such amount (if any)
as the relevant shareholder notifics to the company by the
Notification Time to be its bona fide estimate of the amount
rejuired to be paid te it by way of dividend in order to ensure
that the amount of its Distributable Reserves calculated by
reference to its Relevant Accounts is not negative;

Distribstable Reserves means, m  relapion to  either the
I sharcholder or the E shareholder and any Relevant Period, the

aggregais of:

(a) the amount of the reserves which, by reference to
Relevant Accounts, would be lawfully available to be
used in the payment of the Anticipated Distribution
fwhich amount shall be negative for the purposes of the
aggregation required by this definition if the reserves are
negatvel;

{b) the aggregate amount oft

(i)  all resources that cither (A) have been defrayed
by the relevant shareholder at any time or are
expected to be defrayed prior to the Anticipated
Distribution Time in breach of the Governing
Agreement or in discharge of a liability of the
kind mentioned in paragraph (3) of the
definiion of "Permitted Liabilities" or in
scttlement of a claim by the other shareholder
(whether or not liability is admitted) or in




L
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discharge ©f expenses tpcvreed 1 sentlemment of
such a ¢anm or (B) wounld have been avadable
it at the Anticpated Dwstnbunon Tiune had a
observed the renns of the Implementaton
Agreenent; and

(i) all labilides expected to subsist at  the
Anticipated Distribution Time and which either
(A) were or are expected to bn incurred in
breach of the Governug °greement (B) were
subsisting at the tme i <ompleton of the
Implementation Agreement in breach of the
terms of that Agreement or {C0) are of the kind
mentioned in paragraph (3) of the definition of
"Penmiscted Liabilities";

to the extent that the defraying of such resources or
subsistence of such liabilities has or will at the
Anticipated Distribution Time have reduced the
amonnt of the reserves mentioned in paragraph (a)
above or to the extent that, had such resources heen
available or such liabilities not subsisted, those reserves
would have been greater; provided that, if any dividend
of the relevant shareholder has ever been reduced on
account of a particular matter falling within this
paragraph (b) (having regard to the Equalisation Ratio,
the Governing Agreement and this artcle), there shall
be deducted from any amount which would otherwise
be tken into account under this paragraph (b) the
amount by which the reserves mentioned in
paragraph (a) above are greater than they would have
been but for that reduction;

the amount of any addidonal reserves that would have
been available to the relevant sharcholder for the
purpose of calculating the Distributable Reserves had
cach subsidiary of the relevant sharcholder declared a
dividend in favour of the relevait sharcholder,
immediately prior to the time as at which the Relevant
Accounts are made up, of the full amount of the
reserves available for distribution by that subsidi .y fbut
this paragraph (c) shall not apply to any amount which
would not be taken into account for the purposes of
calculating Relevant Cash by reason of paragraph (d) of
the definition thereof or for the purposes of calculating
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the relevant Targer Dividend Amount by zeason of
paragraph () of the definicion thereef),

E, when used a5 a prefix ta terms defined in ths arncle, agmties
the relevant amount in relztion to the E sharcholder;

Earliest Payment Date means, i relation to any proposed
dividend payment by the company, the date nortified by the
Company to the R sharcholder and the E sharcholder as the
carliest date on which any part of that dividend would be paid;

Egualisation Ratio has the meaning ascribed to it in the
Governing Agreement;

Excluded Shares means, in relation to either the R shareholder or
the E sharehoider, any shares which either:

(a) were in issue or allotted at the time of completion of
the Implementation Agreement in breach of clause 4.2
of that Agreement;

b) were issued after that time pursuant to the exercise of

options or conversion or subscription rights which
existed at that time in breach of that clause; or

(c} were issued in breach of the Governing Agreement;

Gross Dividend Amount means, in relation to either the
R shareholder or the E sharcholder and any Relevant Period
{a) the amount of the dividend payable or proposed to be paid by
the relevant shaveholder in that Relevant Period on its ordinary
share capital {ur which would be payable or preposed to be paid
but for the relevant shareholder's inability 1o do so, or intention
to pay a difierent amount, by reason of any of the matters
mentioned in paragraph 4.2 of Schedule 1 to the Governing
Agreement) including, for the avoidance of doubt, the amount of
any tax to be deducted or withheld from the dividend by or on
behalf of the company paying the dividend, plus (b) (except to
the extent already included in (a)) the amount of any Associated
Tax Credit; all such amounts being expressed in the currency of
payment and on a per share basis;

Notification Time mecans, in relation to any proposed dividend
payment by the company, the time at which the proposed
dividend 1s to be declared or recommended by the directors or
such earlier time, on a date not more than five B. .ess Days
prior to the date on which the directors expect to declare or
recommend a dividend, as the directors may determine, in each
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case, as notified by the company ta the R sharcholder and the
® E shareholder;

Permitted Liabilities means, in relation to either the
R sharcholder or the E shareholder and any Relevant Period, the
amount which the relevant shareholder notifies to the company
® by the Notification Time to be its bona fide estimate of che
aggregate amount of the labilities and expendirure, actual or
prospective, of that shareholder which will fall due for payment
or will be defrayed within that Relevant Period and shall include,
without limitation to the generality of the foregoing, subject as
® provided below:

(@) any liability of the company to any other member of
the Reed Elsevier Group or to any member of the
Finance Group;

® (b) any liability to account for tax deducted or withheld
from dividend or other payments; and
{c) expenditure reasonably expected to be required to
o enable a subsidiary of that sharcholder to discharge any
liability or expenditure (provided that such funding
would not be in breach of the Governing Agreement),
but shall exclude (unless otherwiwe agreed by the R shareholder
- and the E sharcholder):
-
(1) any Lichite o0 o ¢ to the extent that (in the
b levant sharcholder) it will be

seitled by somie ot puson;

| (2) aity  liability or expenditure directly or indirectly
constituting, or resulting fromn, or arising out of, any act
of, omission by or matter concerning the relevant
shareholder or any subsidiary of the relevant shareholder
which has constituted, a breach of the provisions of the

o Governing Agreement or which would not have
existed had thc provisions of clwuse 4.2 of the
Implementation Agreement been observed by that
sharcholder;

® (3) a liability to pay to the other shareholder damages or
any other amount by way of compensation for breach
of contract or other wrongful act or pursuant to the
settlement of any claim by the other sharcholder
(whether or not liability is admitted) and any
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()

expenditare to be miunmed m settdon »f such a «Jam
or i discharge of expenses g mmed ,ut% seztlement;
and

a hability zo pay, or payment of, the cash amount of any
dividend to be pad to ‘¢ sharcholders by that
sharcholder (but so that, for the avoidance of doubt, the
exclusion in this paragraph (4) shall not extend to any
amount to he deducted or withheld from such

payment);

Preference Share means, in relation to either the R shareholder or
the E sharcholder, any share in the capit:; of the relevant
sharehoider carrying a preferential right to dividend, other than
any Excluded Shares (and Preference sharcholder shall be
canstrued accordingly);

Preference Share Amount means, in relation to either the
R sharcholder or the E sharcholder and any Relevant Period,
such amount as the relevant sharcholder notifies to the company
by the Notification Time to be its bona fide estimate of the

aggregate of:

(a)

(b)

the cash amount required to be paid to it by way of
dividend to enable it to pay any dividend payable
during the Relevant Period to Preference shareholders
in full in accordance with the terms of the relevant
Preference Shares and, where relevant, to enable it to
make payment of redemption moneys to heolders of
Preference Shares which it will be required to redeem
during the Relevant Period, but in each case having
regard to the Relevant Cash of the relevant sharcholder
available to it at the appropriate time for the purpose of
paying any such dividend or redemption moneys
(recognising its need to fund the payment of any
Permitted Liabilities falling due within the Relevant
Period); plus

the further amount, if any, vequired to be paid to it by
way of dividend so that its Distributable Reserves,
calculated by reference to its Relevant Accounts, are
cqual to the amount of distributable reserves necessary
to cnable it lawfully to make payment to Preference
sharcholders of any such dividend or redemption

moneys;
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R, when

ueed 25 a prefin to terms defined m chay article, vganlcs
N

the relevant amouns i gelanca 1o the 14 shareholder,

Relesant Accounts has, in refation o cther the R sharcholder or
the E sharcholder and any Relevant Period, the following

meaning:

@

(b)

©

Relevant

it the relevant shareholder anticipates that it will
produce accounts after the Notification Time hy
reference to which the legality of the Anticipated
Distribution {if any) will be determined (whether or not
thase accounts will be drawn up as at a time after the
Notification Time), those accounts shall be the
Relevant Accounts (whether or not such accounts are
in fact drawn up) unless the Distributable Reserves of
the relevant shareholder (if any) calculated by reference
to those accounts would be less than the amount of the
reserves which would as a matter of law be required to
pay the Anticipated Dismbution (if any);

subject to paragraph (a) above, the Relevant Accounts
shall be the accounts existing at the Notification Time
which (in the absence of any accounts prepared
thereafter) would be relevant for determining the
legality of the Anticipated Distribution (if any) unless as
set out in paragraph (a) above;

in all other cases, the Relevant Accounts shall be
accounts drawn up as at the latest possible time before
the making of the first part of the Anticipated
Distribution so as to take account to the fullest extent
possible of any dividends declared or paid or expected
to be declared or paid by any members of the Reed
Elsevier Group (including the company) or any
member of the Finance Group or, in relation to the
I sharcholder, RHBV (whether or not such accounts
are in fact drawn up);

Cash means, in relation to cither the R sharcholder or

the E sharcholder and any Relevant Period, the amount which
the relevant shareholder notifics to the company by the
Notification Time to be its bona fide estimate of the amount of
the resources which will be available to it in that Relevant Period

and:
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(b)

such amount shall, without prejudice ro the genesalty
of the foregoing, nclods (subject to pamagraph {d)
below):

{)

(i)

the amount of resources which are or ate
expected to be available at the commencement
of the Relevant Period;

the amounnt of resources which are expected to
be teceived during the Relevant Period under
indemnity or other arrangements from any
member of the Reed Elsevier Group or of the
Finance Group or by payment of dividend from
any member of the Reed Elsevier Group {other
than dividends of the company pursuant to
paragraphs (b), (d), (f) and (g) of article 105.2) or
of the Finance Group; and

the amount of the resources which are expected
to be received during the Relevant Period upon
exercise of any right to subscribe share or loan
capital of the relevant shareholder;

in the computation of such amount, there shall be
added, except to the extent that the R shareholder and
the E shareholder have agreed otherwise:

i)

the aggregate of the amounts of all resources
which either:

(A} have been defrayed by the  relevant
shareholder at any time in breach of the
Governing Agreement or in discharge of a
liability of the kind mentioned in paragraph
(3) of the definition of “"Permitted
Liabilities" or in settlement of a claim by the
other shareholder (whether or not liability is
admitted) or in discharge of expenses
incurred in settlement of such a claim; or

(B) would have been available to it had it
observed the terms of the Implementation
Agreement;

less

the aggregate of the following amounts:
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(A) if resovrces have been so defrayed as part of 3
transaction which resuired an the acquisinon
by the relevant sharcholder of cash, or a
non-cash asset which was subsequently
directly or indirectdy wholly or m part
converted inta cash: the amount of the cash
so acquired;

(B) if resources have been so defrayed as part of a
transaction which resulted in the acquisicion
by the relevant sharcholder of a non-cash
asset which, or an asset directly or indirectly
deriving from which, is or is expected to be
wholly or in part still held by the relevant
sharcholder at the Notification Time: the
amount attributed to that non-cash asset in
the calculaition of the Relevant Cash
pursuant to paragraphs (c) and (g) below; and

(C)if any dividend paid by the relevant
shareholder to its shareholders has ever been
reduced on account of a particular mateer
withinn sub-paragraph (b){i) above (baving
regard to the Equalisation Ratio, the
provisions of the Governing Agreement and
this article 105): the amount saved by the
relevant  shareholder by reason of that
reduction;

provided that the amount deducted pursuant to
this sub-paragraph (b)(ii) in respect of a particular
matter shall not exceed the amount which would
otherwise be taken into account in respect of
that matter pursuant to sub-paragraph (b)()

above;

such amount shall, without prejudice to the generality
of the foregoing, include (subject to paragraph (d)
below and to the extent not otherwise taken into
account in the calculation of Relevant Cash) the
amount of any resources available or which are
expected to be available to subsidiaries of the relevant
sharcholder to the extent that, subject to compliance
with applicable legal requirements, they could be made
available to that shareholder (provided that this
paragraph (c) shall not apply to take into account any
amount treated as available to the R sharcholder by
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CY

()

(2)

virtue of paragrapk &) in the deSwoon ©f Targes

Dividend Amount);

such amount shall nios include auy amonnt (o1 the valne
of any asset) which the R sharcholder and he
E sharcholder have agreed should be excluded, but if
the agreement of the R sharchalder aud she
E sharcholder is that any such amount {or value) should
be excluded from the calenladon only for a specified
period or for so long as 2 specified purposs zequires,
then such amount {or value) shall capse 70 be excluded
from the calculation with effect from the date such
period expires or such purposes ccase {or may
reasonably be expected to cease) to be applicable;

in the computation of such amount there shall be
deducted:

)  the amount of any reserve maintined by the
relevant shareholder pursuant to article 105.9;
and

(i)  unless the R sharcholder and the E sharcholder
have agreed otherwise, any amount received by
the R sharchoider {or by RHBV} as a result of a
disposal by the R sharcholder (or by RHBV) of
all or part of its interest in the Exchange Shares
(net of all costs, including taxation, and other
expenditure associated with the disposal) to the
extent that sucliamount has not been reduced
whether by reason of being distributed to
sharcholders of the R sharcholder or in the
payment “of taxation associated with its
distribution (whether by RHBV to the
R sharcholder, by the R sharcholder to its
shareholders or othcrwise) or in any other way;

shall not include any amount representing dividends
unclaimed by sharcholders of either the R sharcholder
or the E shareholder, unless and until the R sharcholder
or E sharcholder, as appropriate, ceases to be bound (in
accordance with applicable law) to make payment of
such sums to or for the benefit of a shareholder;

shall, without prejudice to the generiey of the
foregoing, be decemed to include (subject to
paragraph (d) above and to the extent not taken into
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account by paragraph (b) or paragraph {c) above) the fair
market value of any asset of the relevant shareholder
held in non-cash form (or, if higher, the value at which
the asset then stands in the accounts of the relevant
shareholder) but this paragraph (g) shall not apply (i) to
either sharcholder's holding of shares in members of the
Reed Fievier Group or of the Finance Group nor, in
the cac of the R sharcholder, its holding of shares in
RHBV, nor (ii) to any asset which the relevant
shareholder is permitted to acquire under the terms of
the Governing Agreement;

Relevant Prriod means, in relation to any proposed dividend
payment by the company, the perod between (a) the
Notification Time in relation to that dividend and (b) the Earliest
Payment Date in respect of the next dividend following the
proposed dividend payment in question;

Target Dividend means, in relation to either the R sharcholder or
the E shareholder and any Relevant Period, the amount which
the relevant shareholder notifies the company by the Notification
Time as the aggregate Gross Dividend Amount for the Relevant
Period, based on the number of ordinary shares (not being
Excluded Shares) which it expects to be entitled to participate in
the relevant dividend and the extent to which such shares will be
eligible to receive the relevant dividend (such notification stating
the Gross Dividend Amount per share on which the calculation is
based), plus in the case of the E shareholder the amount which
the E shareholder notifies to the company that it proposes to pay
on the Exchange Shares during the Relevant Period;

Target Dividend Amount means, in relation to either the
R sharcholder or the E sharcholder and any Relevant Period, the
amount which the relevant sharcholder notifies the company by
the Notification Time to be its bona fide estimate of the amount
it requires to receive by way of dividend from the company in
order to enable it to pay the cash amount (excluding any amount
to be deducted or withheld from such payment) of its Target
Dividend and:

@) having regard to Relevant Cash available to it at the
appropriate time for the purpose of paying that Target
Dividend (recognising any nced to fund out of
Relevant Cash the payment of any Permi ted Liabilities
falling due during the Relevant Period and dividends
and redemption moneys payable during the Relevant
Penod to Preference sharcholders); and



Distribution of
profit
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(c)

105.2

in the case of the R shareholder, having regard to the
net amount which would be received by the
R sharcholder (after allowance for all tax costs and for
any costs which would be suffered by the R sharcholder
or by RHBV on the assumption set out below) if
RHBV were to make an immediate dividend payment
to the R shareholder out of any dividend which RHBV
may reasonably be expected to receive on its holding of
shares in the E shareholder during the Relevant Period

{on the assumption, for withholding tax purposes only,

tiat the R shareholder takes reasonable steps to secure
any available relief from obligations to withhold tax on
such dividend payments), subject only to retention of an
amlbunt that is reasonable iit the circumstances to meet
the administrative costs of RHBV and to enable RHBV
to “meet its anticipated expenditure requirements
(including any lability to taxation but excluding any
expenditure or liability resulting from any act, omission
or matter counstituting a breach by RHBV of the
agreement between RHBV and the E sharcholder
entered into on or before the date of adoption of the
articles or which would involve a breach by the
R_sharcholder of the Governing Agreement); and

including such further amount as may be required to be
paid to the relevant sharcholder by way of dividend so
that its Distributable Reserves, calculated by reference
to its Relevant Accounts and having regard to any
payment of dividend or redemption moncys during the
Relevant Period to Preference sharcholders envisaged in
the definition of Preference Share Amount above, are
equal to the amount of distributable reserves nccessary
to enable the R sharcholder lawfully to pay the
R Target Dividend.

Subject to article 105.9, the profits which the company

may determine to distribute by way of dividend shall be applied:

()

first, in paying as a dividend on the "G" shares, a fixed
cumulative dividend at the rate of 7.5 per cent. per
annum on the amounts paid up on the "G" shares, such
dividend to be paid half-yearly on the 1st day of Junc
and the 1st day of December in each year in respect of
the half-yearly periods ending on the days immediately
preceding those dates;

second, in paying as a dividend on:




()  the "R" shares, an amount equal to the R Cash
& Requirement; and

(i)  the "E" shares, an amount equal to the E Cash

Requirement;
P provided that, if the amount of the dividend to be Py
distributed pursuant to this paragraph (b) is less than the
sum of the R Cash Requirement and the E Cash o
Requirement, the amounts payable shall be calculated as ‘
follows:
®
_R =CE L.R +ALR _CR LE
t LR + LE
E =4-R ‘
where: :

Cz = the amount of the E Relevant Cash;
C, = the amount of the R Relevant Cash;

L. = the amount of the E Permitted Liabilities;

o]

= the amount of the R Permitted Liabilities;

R

A= the total amount of the dividend to be
i@ distributed pursvant to this paragraph (b);

R = the amount of the dividend to be paid on the
"R shares pursuant to this paragraph (b);

@ E, = the amount of the dividend to be paid on the
"E" shares pursuant to this paragraph (b):

j prO'ngcd that:

(1)  if either the R Cash Requirement or the E Cash
Requirement is zero, the whole amouat to be
distributed pursuant to this paragraph (b) shall be :
payable to the sharcholder the Cash
Requirement of v hich is not zero; and
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. (2)  in no event shall the amount payable to cither
5. shareholder under this paragraph (b) exceed that
| sharcholder's Cash Requirement;

(¢)  third:

'@ ()  if the R sharcholder has in issue any Preference
Shares on which any dividend or redemption
moneys are payable during the Relevant Period,
in paying as a dividend on the "R" shares an
amount equal to the R Deficit Amount (if any);

@ and
(i) il the E sharcholder has in issue any Preference
Shares on which any dividend or redemption
moneys are payable during the Relevant Period,

o in paying as a dividend on the “E" shares an
amount equal to the E Deficit Amount (if any);

provided that (unless the K shareholder and the *
E sharcholder notify the company that they have agreed

@ otherwise) if the amount available for distribution under
this paragraph (c) is less than the sum of the R Deficit
Amount and the E Deficit Amount, the amounts
payable on the "R" Shares and the "E" Shares shall be
reduced pro rata; ‘

® (d) fourth, in paying as a dividend: .
i) on the "R"shares, an amount cqual to the

R Preference Share Amount, if any; and
® (i) on the "E"shares, an amount equal to the

E Preference Share Amount, if any;

provided that (unless the R sharcholder and the

E shareholder notify the company that they have agreed
@ otherwise) if the amount available for distribution under
this paragraph (d) is less than the sum of the
R Preference Share Amount and the E Preference
Share Amount, the amounts payable on the "R shares
and the "E" shares respectively shall reduce pro rata;

&
(e) fifth:
()  if not paid under sub-paragraph (c)(i) above, in
paying as a dividend om the "R" shares the
o R. Deficit Amount {if any); and
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3(a)

(i)  if not paid under sub-paragraph (c)(ii) above, in
paying as a dividend on the "E" shares the
E Deficit Amount (if any);

provided that (unless the R sharcholder and the
E sharcholder notify the Company that they have
agreed otherwise) if the amount available for
distribution under this paragraph () is less than the sum
of the R Deficit Amount and the E Deficit Amount,
the amounts payable on the "R' Shares and the
"E" Shares shall be reduced pro rata;

sixth (subject to article 105.9(d} below), in paying as a
dividend on:

(i)  the "R" shares, the R Target Dividend Amoung;
and

(i)  the "E" shares, the E Target Dividend Amount;

provided that, if the amount of the dividend to be
distributedt prvuant to this paragraph (i) is less than the
sum of the K Target Dividend Amount and the
E Target Dividend Amount, the amount to be so
distributed shall be divided between the R sharcholder
. “w 1%~ E sharcholder in such proportion as is necessary
to ensure that the ability of those sharcholders to pay
the cash elements of their respective Target Dividends
is reduced pro rata (ignoring for this purpose any impact
on that ability of any of the matters mentioned in
paragraph 4.2 of Schedule 1 to  the Governing
Agreement);

seventh, in paying as a dividend on the "R" shares and
"E" shares the balance of the profits which the company
has determined to distribute by way of dividend in such
proportions as the R sharcholder and the E shareholder

agrce,

Dividends payable by the company shall be declared in
sterling.  Dividends may, if requested by any
sharcholder, be paid to that sharcholder in a currency
other than sterling, based on such rate(s) of exchange as
the shareholder may agrec with the company or, m
default of agrecment, based on such rate(s) of exchange
as the directors may consider reasonable and
appropriate.
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(b)

105.4(x)

(b)

The amounts which this article contemplates being
notified by each shareholder to the company may be
expressed in a single currency other than sterling.
However, if any amount is so notified in a currency
other than sterling, it shall be translated into sterling for
the purpose of any calculation required by this article at
such rate(s) of exchange as the relevant shareholder may
agree with the company or, failing agreement, at such
rate(s) as the directors may consider reasonable and
appropriate, having regard in particular to the forward
rate(s) applicable to the relevant outgoings of the
shareholder,

Any determination by the directors (in the absence of
agreement  with the relevant sharcholder) of an
applicable exchange rate for the purposes of paragraphs
(a) or {b) above shall be conclusive and binding.

The directors shall:

(i) give the R shareholder and the E sharcholder
not less than 15 Business Days notice of the
Notification Time in relation to any dividend if
it is to be other than the time at which the
proposed dividend is to be declared or paid;

(i1 ensure that the R sharcholder and the
E sharcholder are notified or are otherwise aware
of the carfiest date on which any part of a
particular dividend will be paid not less than
15 Business Days prior to the Notification Time
in relation to the preceding dividend.

Save as mentioned in paragraph (a) of article 105.2, cach
dividend shall be paid on such date or dates as the
directots shall determine. In determining such dates,
the directors shall have regard to the Earliest Payment
Date in respect of that dividend and the dates on which
Penmitted Liabilities, Preference Share Amounts and
Target Dividends of the relevant sharcholder will be
payable {to the extent that they are aware of those
dates). The directors may determine different dates for
payments to different sharcholders. Dividends shall not
carry interest pending payment.
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105.5  If, in relation to any proposed dividend payment by the
company, either sharcholder fails to give any notification to the
company by the Notification Time of its:

(a) Cash Requirement and Permitted Liabilities;
(b) Deficit Amount;

() Preference Share Amount; or

(d) Target Dividend Amount;

the relevant amount for that sharcholder in relation to the
relevant dividend payment shall be nil,

105.6 At the same time as a shareholder gives any notification
contemplated by this article to the company, it shall supply a copy
of that notification to the other sharcholder.

105.7  The dircctors may, and shall on being requested to do
so by ecither the R sharcholder or the E sharcholder, require a
shareholder to supply such supporting evidence in respect of, or
confirmation of the information forming the basis of, any
notification given by that sharcholder for the purpcses of this
article (or on which auy such notitication should have been based
had it been given or properly given), or such infonmation as is
required to calculate the Relevant Cash of a sharcholder who has
fatled to give notification of that amount, as, in all the
circumstances, is reasonable and appropriate. If:

(a) any evidence or confirmation required pursuant to this
paragraph is not provided within such reasonable time
as the directors shall specify; or

(b) in the reasonable opinion of the directors, the evidence
or confinnation provided demonstrates a manifest error
or absence of good faith in relation to the relevant
notification; or

(© no notification of the amount of the Relevant Cash has
been given;

the directors shall be entitled in their absolute discretion to decide
that the amount specified in the relevant notification shall be
deemed to be nil or such higher amount (not being more
favourable to the relevant sharcholder than the amount specified
in the relevant notification, if any} as the directors consider to be
reasonable having regard to the evidence and confirmations
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requested or received by them. In such event, the amount so
determined by the directors shall be deemed for all purposes of
the articles to be the amount of the Cash Requirement,
Permitted Liabilities, Relevant Cash, Deficit Amount, Preference
Share Amount or, as the case may be, Target Dividend Amount.

105.8  Without prejudice to article 105.5 if, in relation to any
proposed dividend payment, either sharcholder shall notify the
directors that as at the Notification Time the Gross Dividend
Amounts to be paid by the R shareholder and the E sharcholder
respectively have not been agreed by the R sharcholder and the
E sharcholder in accordance with the terms of the Governing
1 greement:

(a) the Gross Dividend Amount per share for each
sharcholder shall be such amount as the directors
determine to be the higher of:

(i)  the Gross Dividend Amount notified by that
sharcholder; and

(ii)  the Gross Dividend Amount per share for that
sharcholder which would be derived from
applying to the Gross Dividend Amount per
share notified by the other shareholder the
Equalisation Ratio and Applicable Exchange
Rate (as defined at the relevant time for the
purposes of the Goveming Agreement);

(b) based on the HGross Dividend Amount so determined by
them for each sharcholder, the directors shall determine
the Target Dividend, Target Dividend Amount,
Pernurted Liabilities and Cash Requirement for cach
sharcholder, and may request such information from the
sharcholders as they reasonably require in order to make
such determinations and, to the cxtent that it is
impractical to request such mformation or such
information is not obtained prior o the time at which
the relevant dividend is to be declared or
recommended, the directors shall be entitled to make
such assumptions and estimates as to the matters
required to determine the Target Dividend, Target
Dividend Amount, Permitted Liabilides and Cash
Requirement for each sharcholder as they may consider
reasonable or necessary;
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() the Targer Dividend, Target Dividend Amount,
Permitted Liabilities and Cash Requirement for each
shareholder in relation to the Relevant Period shall then
be deemed for all purposes of the articles to be the
amount so determined by the directors.

For the avoidance of doubt, the determination of Gross Dividend
Amounts by the directors in accordance with (a) above shall be
without prejudice to the power of the directors to decide the
portion of the profits of the company which it is appropriate to
distribute.

105.9  If, in relation to any proposed dividend payment, either
the R sharcholder or the E sharcholder notifies the company that
it will be unable, by rcason of any provision having the force of
law (but not solely by reason of the inadequacy of reserves or the
amounts payable to it pursuant to paragraphs (a) to (e) of
article 105.2 being insufficient to enmable it to discharge its
Labilities and to pay all preferential dividends or the existence of
Excluded Shares), to make payment in full of its Target Dividend
to its ordinary sharcholders, the following provisions shall apply:

(=) unless the relevant shareholder requests otherwise
pursuant to paragraph (b) below, (i) the dividend
payable to that sharcholder under paragraph (f) of
article 105.2 shall be paid to it in full, notwithstanding
that it will be unable to pay the full cash element of the
Target Dividend to its shareholders; and (ii} the amount
of any Permitted Liabilidics of the relevant shareholder
and all other relevant amounts shall be computed as if
such full payment were to be made; and in that event
the difference between the total amount paid to the
relevant sharcholder under article 105.2 (together with
any sum paid or due to the relevant sharcholder by way
of tax credit or any other similar associated tax benefit)
and the total amount which would have been paid had
paragraph (b) below applicd (translated, in the case of
the E sharcholder into guilders at the rate used in the
calculation of the Target Dividend Amount) shall be
credited to a separate reserve in the books of the
relevant sharcholder;

(b) if the relevant sharcholder so requests prior to the
Notification Date, the dividend payable to that
shareholder under paragraph (f) of article 105.2 shall be
whichever shall be the lesser of:
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(i)  the amount notified by the relevant shareholder
to be the amount which would have been the
Target Dividend Amount had that amount
reflected the maximum Targee Dividend
permitted by the provisions having the force of
law in consequence of which this article 105.9
applies; and

(ii)  the amount which would have been payable to
the relevant sharcholder under the suid paragraph
had paragraph (a) above applied;

and, if paragraph (b)(i) applies, the reduced level of the
dividend to be paid by the relevant shareholder to its
shareholders shall be taken into account in computing
the amount of the Permitted Liabilitics of the relevant
shareholder and all other relevant amounts, and the
difference between the total amount paid to the
relevant shareholder under article 105.2 and the amount
which would have been paid had paragraph (a) above
applied (in each case, including the amount of any tax
that has been or would be deducted or withheld from
the payment by the company) shall be credited to a
scparate reserve in the books of the company (the
“Deferred Dividend Reserve"), to be used for the
purpose of paying supplementary dividends to the
relevant shareholder in futurc to enable it to make
compensatory dividend payments to its shareholders;

where, pursuant to paragraph (b) above, any amount
stands to the credit of cither sharcholder in a Deferred
Dividend Reserve, the relevant sharcholder may, at or
before the Notification Time in respect of any future
dividend payment by the company, request that, upon
that dividend being declared or recommended or at
such later date as may be agreed with the company,
there is paid to it by way of further dividend all or part
of the amount standing to its credit in the Deferred
Dividend Reserve for the purpose of making
compensatory dividend payments to its sharcholders,
but such arrangements shall not be taken into account
for the purpose of notification of the Target Dividend
or Target Dividend Amount of the relevant
shareholder;

following a request by either sharcholder in accordance
with (c) above, the company shall make payment of the
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amount requested in priority to any dividend which is,
or would otherwise be, payable under paragraph (f) of
article 105.2 {and in priority to such other dividend
payments as the R sharcholder and the E shareholder
may agree and notify to the company) as part of the
same distribution of profit;

(e) if and to the extent so requested by the R sharcholder
and the E sharcholder jointly, the directors shall adjust
the amount of the Deferred Dividend Reserve in such
manner as the directors consider appropriate to reflect
any arrangements agreed between the R sharcholder
and the E shareholder and notified jointly to the
company in relation to:

(i) any change in the issued share capital of the
relevant sharcholder (provided, in the case of an
increase in the issued share capital, that the new
shares are to rank for compensatory payments);

(i)  any change in the taxation regime or rates of tax
or tax credit applicable to the relevant
shareholder or to payments of dividend to or by
it;

(i) any future movements in the guilder-sterling
exchange rate; or

(iv)  compensating the sharcholders of the relevant
sharcholder for the delay in reccipt of the
amount represented by the Deferred Dividend
Reserve,

105.10  All notifications given by cither sharcholder for the
purposes of this article shall be prepared with due care and
attention and, to the cxtent any notification requires any element
of estimation, that estimation shall be made in good faith and
based upon reasonable assumptions.

CAPITAL RIGHTS

106.1 Save as indicated below, words and expressions defined
for the purpose of article 105 have the same meaning in this
article and, subject to the other provisions of this article, in this
article:

Assumptions means the follow!ng assumptions:
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(®)

(d)

{e)

®

(@

that each of the Liquidation Companies is wound up,
commencing on the Commencement Date;

that all of the assets of the Liquidation Companies
(except, in the case of the R sharcholder and the
E sharcholder, the "R" shares, the "E" shares and shares
in Elsevier Reed Finance, the R sharcholder's shares in
RHBV and any shares held by RHBV in the
E sharcholder and all rights attaching to any such shares,
but including for the avoidance of doubt the
E shareholders' shares in Reed Elsevier Nederland BV
and Reed Elsevier Overseas BV) are disposed of on an
arm's length basis in the windings-up on the
Determination Date;

that the R shareholder and the E sharcholder received
in respect of the "R" shares and the "E" shares the
amounts actually received by them prior to the making
of the relevant notification pursuant to paragraph (b) of
article 106.3 at the tme when these amounts were
actually received and that they will receive their
respective due proportions of the Specified Amount on
the Specified Date;

that the interest of the R sharcholder and the E
sharcholder in the company immediately after the
Specified Date is equal to the relevant Residual Value
and that the interest of the R sharcholder in RHBV is
equal to the RHBV Residual Value;

that Elsevier Reed Finance makes a single cash
distribution to its sharcholders on the Determination
Date of the full amount of asscts available for
distrthution to its shareholders;

that RHBVY - makes a single cash distribution to its
sharcholders immuediately following the distribution
pursuant to paragraph (¢} above of the full amount of
assets available for distmbution to its sharcholders
(excluding its shares in the E sharcholder and any
amount available as a result of a distribution by the E
shareholder);

that, subject to the discharge of its liabilities (including
tax liabilities which would arise if the Assumptions were
fulfilled), RHBV makes immediate onward liquidation
distributions to its shareholders of all moneys that would
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be available to it as a result of the E shareholder making
distributions on the assumption that the E sharcholder
makes distributions in accordance with the assumptions
set out in paragraph (a) of article 106.12 (but taking
account of the extent to which amounts would in fact
be capable of distribution by the E shareholder having
regard, amongst other things, to liabilities of the
E shareholder which are not Permitted Liquidation

Liabilities);

that all reliefs from tax that would be available to the
Liguidation Companies in their assumed liquidations
(including by virtue of any tax grouping or other fiscal
unity provisions to the extent such reliefs are available
from the R sharcholder, the E sharcholder, the
company, Elsevier Reed Finance or any of their
respective subsidiaries) are climed, surrendered and
used in such a manner as minimises the overall
meidence of taxation on the assumed liquidations of the
Liquidation Companies {in each case on the assumption
that the terms of clause 4.2 of the Implementation
Agreement have been observed by each shareholder and
that there has been no breach by any party of the
provisions of the Goveming Agreement or of the
agreement of even date with the Governing Agreement
between RHBV and the E sharcholder);

Available Assets means, in relation to cither the R sharcholder or
the E sharcholder, the amount of the assets of the relevant
sharcholder that would be available in a winding-up of that
sharcholder on the basis of the Assumptions (other than
Assumptions {¢) and (g), save as mentioned below) and subject to
the following:

@

the following shall not be regarded as forming part of
those assets:

)  any amount which would otherwise be taken
into account in respzct of the "R shares or the
"E" shares and any other shares held by the
relevant  sharcholder in  the Liquidation
Companies;

(i)  any distributions pursuant to article 106.2 other
than any distribution required by paragraph () of
that article;
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(1)

any amount (to the extent it might otherwise be
treated as an asset of the relevant shareholder)
representing  dividends unclaimed by
shareholders of the relevant shareholder, to the
extent that, at the Commencement Date, the

relevant shareholder is or may become bound (in

accordance with applicable. iaw or regulation) to
make payment of such sums to or for the benefit
of a sharcholder;

(b) in the computation of the amount of such asscts there
shall be deducted:

®

(&)

the amount of any reserve maintained by the
relevant sharcholder pursuant to article 105.9;
and

in the case of the R shareholder, unless the
R sharcholder and the E sharcholder have jointly
notified the company that they have agreed
otherwise, an amount equal to the amount
received (net of all costs, including taxation and
other expenditure associated with the disposal)
by the R sharcholder (or by RHBV) as a result
of a disposal by the R sharcholder (or by RHBV)
of all or any part of its interest in the Exchange
Shares, to the extent such amount has not been
reduced whether by reason of being distributed
to sharcholders of the I sharcholder or in the
payment of taxation associated with its
distribution  (whether by RHBV to the
R, sharcholder, or by the R sharcholder to its
sharcholders or otherwise) or in any other way;

(©) the following shall, without limitation, be regarded as
forming part of those asscts:

)

(i

anny amounts which could reasonably be
expected to be received from any member of the
Reed Elsevier Group or of the Finance Group
under any indemnity, loan or other
arrangemients;

any amounts that would be reccivable by the
relevant sharcholder on a winding-up, in
accordance with the Assumptions, of Elsevier
Reed Finance;
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in the computation of the amount of such asats, there
shall be added, cxcept to the extent that the
R sharcholder and the E sharcholder have agreed
otherwise:

(i

the aggregate of the amounts of all resources that
either (A) have been defrayed by the relevant
shareholder at any time in breach of the
Governing Agreement or in consequence of a
liability or expenditure of the kind mentioned in
paragraph (3) of the definition of "Permitted
Liabilities" or {B) would have been available to it
had it observed the terms of the Implementation
Agreement; less

the aggregate of the following amounts:

(A) if resources have been so defrayed as part of a
transaction which resulted in the acquisition
by the relevant sharcholder of cash, or a
non-cash asset, which was subsequently,
directly or indirectly wholly or in part
converted into cash: the amount of the cash
so acquired;

(B) if resources have been so defrayed as part of a
transaction which resulted in the acquisition
by the relevant sharcholder of a non-cash
assct which, or an asset directly or indirectly
deriving from which, was wholly or in part
still held Ly the relevant sharcholder at the
Conunenrement  Date: the amount
attributed o that non-uash asset in the
calculation of the relevant Available Assets;

and

{C) if any dividend paid by the relevant
sharcholder to its sharcholders has ever been
reduced on account of a particular matter
coming within sub-paragaph (d)(i) above
{(having regard to the Equalisation Ratio and
the provisions of the Governing Agreement
and article 103): the amount saved by the
relevane sharcholder by reason of that
reduction;
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provided that the amount deducted pursuant to
this sub~paragraph (d)(ii) in respect of a particular
matter shall not exceed the amount which would
otherwise be taken into account in respect of
that matter pursuant to sub-paragraph (d)(i)
above;

Commencement Date means noon (London time) on the effective
date of the commencement of the winding-up of the company
being, in the case of a voluntary winding-up, the date of the
relevant resolution to commence winding-up and, in the case of a
compulsory winding-up, the date of the presentation of the
petition for winding-up to the court;

Determination Date means the datc six months after the
Commencement Date or such other date as the R sharcholder
and the E shareholder shall, prior to that date (or any other date
previously agreed for the purpose of this definition), agree and
notifv to the company;

Excess Liabilities Requirement means, in relation to either the
R shareholder or the E sharcholder, the amount by which the
Permitted Liquidation Liabilities of the relevant sharcholder
exceed its Available Assets;

Expert means such person as the R sharcholder and the
E sharcholder shall designate by notice tc the company given
within 15 Business Days (or such longer period as the
R sharcholder, the E sharcholder and the Liquidator shall agree
whether before or after the expiry of that period) of, in the case
of a matter falling within pamgraph (b) of article 106.4, the
service of the relevant Objection Notice or, in the casc of a
matter falling within paragmph (b) of article 106.5, the date of the
relevant notification under article 106.3(d) or, in cither case, any
previous Expert appointed in relaton to the matter in question
becoming unable or unwilling to act or, in default of any such
designation, such person as may be appointed for the purpose of
resolving the matter in question {on the application of either
sharcholder or the Liquidator) by the President for the time being
of the Institute of Chartered Accountants in England and Wales;

Ligsidator mcans the liquidator of the company;

Liquidation ~Companies means the R sharcholder, the
E sharcholder, Elsevier Reed Finance and RHBV;
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Objection Notice means, it relation to any Proposed Distribution,
a notice given by either the R sharcholder or the E shareholder
to the company stating that the relevanr sharcholder does not
agrce one or more of the amounts specified, or deemed to have
been specified, in the relevant notification givens by the other
sharcholder pursuant to paragraph (b) of article 106.3 as the
amount of its Available Assets, Permitted Liguidation Liabiliries or
Preference Capital Amount;

Permitted Liquidation Liabilities means, in relation to cither the
R shareholder or the E shareholder, the amount of the liabilities
of the relevant sharcholder which would be provable in a
winding-up of it commerring on the Commencement Date,
(including liabilities in respect of tax) which would be Iiabilities of
the relevant sharcholder if the Assumptions were satisfied but so
that such amount shall exclude:

(a) any liability to account for the amount of any tax (other
than, for the avoidance of doubt, tax on its income,
profiis or gains) which would be required to be
deducted or withheld from payments to sharcholders in
the winding-up;

b) any liability directly or indirectly consttuting, or
resulting {rom, or anising out of, any act or omission by
or matter concerning the relevane sharcholder or any
sulisidiary of the relevant sharcholder which jas
constituted, a breach of the Goveming Agrecement or
which would not have existed had the terms of clause
4.2 of the Implementation Agreement buen observed
by the relevant sharcholder;

() a liability to pay to the other sharcholder damages or
any other amount by way of compensation for breach
of conmact or other wrongiul act or pursuant to the
settlement of any clim by the other sharcholder
(whether or mot liability is admictted) and any
cxpenditure to be incurred in scttlement of such a
claim; and

(d) any liability to the extent it will be settled by some
other person.

Preference Capital Amount mecans, in relation to cither the
R sharcholder or the E shareholder, the amount required to
discharge in full the sums that would be payable by the relevant
sharcholder to the holders of its Preference Shares, if any, in a
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winding-up of the relevant shareholder commencisy =t the
Commencement Date, less the amount (if any) by which its
Available Assets exceed its Permitted Liquidation Liabilities;
provided that the Preference Capital Amount shall not be less
than zero;

Preference Share means a share in the capital of either the
R_shareholder or the E shareholder carrying a preferential right to
capital distribution on a -winding-up other than an Excluded
Share;

Proposed Distribution means the distribution contemplated by the
relevant notification pursuant to paragraph (a) of article 106.3;

Residual Amount means the Specified Amount less such amount
as the Liquidator would be required to distribute pursuant to
paragraphs (a) to (d) of article 106.2 prior to the making of any
distribution pursuant to paragraph (c) of that article;

Residual Valie means, in relation to cither the R sharcholder or
the E shareholder and any Proposed Distribution, the value for
the purpose of the taxation of capital gains of the interest of the
relevant sharcholder in the company as at the time immediately
after the Specified Date;

RHBV Residsal Value means, in relation to the R sharcholder,
the value for the purpose of the taxation of capital gains of the
interest of the R sharcholder in RHBV (having regard to the
value of the interest of RHBV in the E sharcholder) as at the time
immediately after the Specified Date;

Specified Amount means, in relation to a Proposed Distribution
the amount specified by the Liquidator in the relevant
notification pursuant to paragraph (a) of article 106.3;

Specified Date means the date specificd by the Liquidator in the
relevant notification pursuant to paragraph (a) of article 106.3;

Target Capital Distribution Amount means in relation to cither
the I shareholder or the E sharcholder and any Proposed
Distributien, the amount which represents that proportion of the
Residual Amount which is required to be paid to the relevant
sharcholder in order to satisfy the formulac set out in
paragraph 7.1.2 of Scheduie 1 to the Governing Agreement;

references to an amount being final and binding mcan that the
relevant amount shall be deemed conclusively o be rle amount
of the relevant Available Assets, Permitted Liquidation Liabilitics,
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Preference Capital Amount or, as the case may be, Target Capital
Distribution Amount for the purposes of calculating the amount
of all distributions made pursuant to this article 106 between the
tiine when the relevant amount becomes final and binding and
such time as another notice is given pursuant to paragraph (a) of
article 106.3.

106.2  Subject to article 106.7 to 106.10 below, on the
winding-up of the company, the assets of the company available
for distribution to sharcholders shall be appiied in the following
order:

(@) in paying to the holder or holders of the "G" shares a
sum equal to the nominal capital paid up on those
shares;

(b) in paying:

(i) to the R sharcholder, an amount cqual to the
R Excess Liabilities Reequirement; and

{ii to the E sharcholder, an amount equal to the
E Excess Liabilities Requirecment;

provided that, if the amount available for distribution is
not sufficient to pay the sumn of the R Excess Liabilities
Requirement and the E Excess Liabilities Requirement
in full, the amounts to be distributed pursuant to this
paragraph (b) shall be calculated by reference to the
following foimula:

A Lo+ DL - Ay L

R
Lo+l

E=D-R

where:

Ag = the amount of the E Available Assets;
A; = the amount of the R Available Assets;

Lz = the amount of the E Permitted Liquidation
Liabilides;
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(@

L, = the amount of the R Permitted Liquidation
Liabilities;

D = the total amount available to be distributed
purstant to this paragraph (b);

R = the amount to be paid to the R shareholder;

E = the amount to be paid to the E sharcholder;

provided that:

(1)  if either the R Excess Liabilities Requirement or
the E Excess Liabilities Requirement is zero, the
whole amount shall be payable to the
sharcholder the Excess Liabilities Requirement
of which is not zero; and

(2)  in no event shall the amount payable to cither

shareholder exceed that sharcholder's Excess
Liabilities Requirement;

in paying to the R sharcholder and the E sharcholder an
amount equal to the amount standing to the credit of any
Deferred Dividend Reserve in the name of the relevant
sharcholder on the Commencement Date; provided that,
if the amount to be distributed is not sufficient to pay such
amounts, the amount paid to each sharcholder pusuant to
this paragraph (c) shall be reduced pro rata;

in paying:

)

Gi

to the R sharcholder, an amount equal to the
R Preference Capital Amount;

to the E sharcholder, an amount equal to the
E Preference Capital Amount;

provided that (unless the R sharcholder and the
E sharcholder notify the company that they have agreed
otherwise) if the amount available for distribution under
this paragraph (d) is less than the sum of the
R Preference Capital Amount and the E Preference
Capital Amount, the amounts payable on the R shares
and the E shares respectively shall reduce pro rata to the
R Preference Capital Amount and the E Preference
Capital Amount;
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106.3(a)

(b)

(c)

in paying:

(i) to the R sharcholder, an amount equal to the
sum of the R Target Capital Distribution
Amounts in relagon to all interim and final
distributions pursuant to article 106 10; and

(i)  to the E sharcholder, an amount equal to the
sum of the E Target Capital Distribution
Amounts in relation to all interim and final
distributions pursuant to article 106.10.

The Liquidator may at any time and from time to time
notify the R sharcholder and the E shareholder of the
aggregate amount which the Liquidator believes will be
available to be distributed as an interim or final
distribution pursuant to paragraph (b) to (e) of
article 106.2 on or about a specified future date,

Within one month of any notification pursuant to
paragraph (a) above, each of thr R sharcholder and the
E shareholder shall notify the Liquidator of:-

(i) its bona fide best estimate as at the time when
the notification pursuant to this paragraph (b} is
made of the amount of its:~

(A) Available Assets;
(B) Pennitted Liquidation Liabilities;
(C) Preference Capital Amount;

(D) Residual Value and, in the case of the
R shareholder, the RHBV Residual Value;

and

(E) its Target Capital Distribution Amount (if
any) with respect to the relevant
distmbution; and

(i)  the exchange rates it has used in arriving at the
amounts referred to in paragraph (i) above.

Subject to article 106.4 below, if cither sharcholder fails
to notify any amount required by paragraph (b}(i) above
(other than sub-paragraph (D)), the relevant shareholder
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shall be deemed to have notified the Liguidator that the
relevant amount is:

(i)  in the case of its Available Assets:-

(A) if the amount of its Available Assets shall
have been conclusively determined for the
purposes of any distributions made
immediately prior to the service of the
relevant notice under paragraph () above,
the amount so conclusively determined; or

(B)if that amount shall not have been
conclusively determined, nil; and

(i)  in all other cases, nil.
(d) The company shall, as soon as is practicable, notify:

i) the R sharcholder of the details of any
notifications by the E sharcholder pursuant to

paragraph (b) above;

(1 the E sharcholder of the details of any such
notifications by the R shareholder; and

(it the R shareholder or, as the case may be, the
E sharcholder of any default by the other of the
kind mentioned in paragraph (c) above.

Determination of  106.4(a) The amount specified, or deemed to be specified, by

sharcholders
requirements
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cither the R sharcholder or the E sharcholder as the
amount of its Available Assets, Permitted Liquidation
Liabilides or Preference Capital Amount pursuant to
article 106.3 shall be final and binding unless, within
15 Business Days of receipt by the other shareholder of
notification of the relevant amount (or of any default in
specifying  the relevant  amount)  pursuant o
paragraph (d) of article 106.3, that other sharcholder
serves an Objection Notice on the company in respect
of that amount.

(b) In any case falling within sub-paragraph (c)(i)(B) of
article 106.3, an Objection Notice shall be deemed to
have been served in respect of the amount of the
Available Asscts of the relevant shareholder unless prior
to the expiry of the period specified in paragraph (a)
above the other sharcholder shall have served a notice
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cn the company stating that this paragraph {b) shall not
apply to the relevant situation.

If, in respect of any amount mentioned in paragraph (a)
above, an Objection Notice is served, the matter in
question (the Disputed Amount) shall be referred to the
Expert with a view to the Expert determining or
estimating the amount of the Disputed Amount.

If, in relation to any Proposed Distribution:-

(i)  no Objection Notice is served; and

.

(1 the sum of the Target Capital Distribution
Amounts natified pursuant to paragraph (b) of
article 106.3 equals the relevant Residual

Amount,
those amounts shall be final and binding,.

If paragraph (a) abave does not apply, the issue of the
amount of Target Capital Distribution Amounts shall be
referred to the Expert with a view to the Expert
determining or estimating the relevant amounts.

The following provisions shall apply in respect of any

matter which is referred to the Expert.

The R sharcholder and the E sharcholder shall
co-operate fully with the Expert and shall promptly
provide the Expert with such evidence and
confinmations as he may reasonably require.

The R sharcholder, the E sharcholder and the
Liquidator shall be entitied to make such representations
to the Expert, within such period, as the Expert shall
detennine.

The Expert shall be entitled to obtain and rely on
advice from such other persons (including without
limitation lawyers, accountants, bankers, brokers and
valuers) as the Expert shall consider appropriate having
regard to the mater in dispute. If a matter shall
previously have been referred to an Expert and cither.-

()  that Experc shall have stated that he has
derermined a particular issue arising in the course
of that reference in a particular way; or




&

Distributions
under
article 106.2(b)

FY923430.054

{e)

(h)

106.7(a)

{ii) it is implicit in that Expert's determination or
estimate pursuant to this article 106 that he has
done so;

then the Expert in relation to any subsequent reference
pursaant to this article 106 (whether or not the same
pemon) shall be entitled to regard that issue as having
been finally determined and to rely on  that
determination in reaching his own determination or
estimate of the matter referred to him.

The R sharcholder and the E sharcholder shall use all
reasonable endeavours to procure that the Expert
determines or estimates the amount or amounts in
question by notice to those sharcholders and the
company as soon as is reasonably practicable. The
Expert shall not be obliged to give reasons for his
decision.

Subject to paragraph (f) below, the amount so
determined or estimated shall be final and binding,

If a manifest ergr oxists in the Expert's determination
or estimate and cither the R sharcholder or the
Eshareholder notifies the company of it within
15 Business Days of receipt of the notice referred to in
paragraph (d) above, that determination or estimate shall
be n nullity and the shareholders shall procure that the
matter is referred buck to the Expert.

The Expert shall act as an expert and not as an
arbitrator.

The Expert's fees, costs and expenses shall be borne by
the company as an expense of the liquidation. These
fees, costs and expenses shall be notionally divided
between the R sharcholder and the E sharcholder in
such proportions as the Expert may determine within
one month of notifying the company of his
determination pursuant to paragraph (d) above (or,
failing which, equally) and shall, accordingly, be
deducted from the amounts which are to be distributed
to those shareholders pursuant to this arcicle 106.

The Liguidator shall be entitled at any time to make an
interim or final distribution pursuant to paragraph (b) of
article 106.2 subject to:-
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(b)

(c)

(1) the amount rcferred to in paragraph (3) of
article 106.2 having been paid by the Liquidator
to the holder or holders of the "G" shares;

ii)  the determination of Available Assets and the
Permitted  Liquidation  Liabilities of the
R shareholder and the E shareholder having
become final and binding for the purposes of
distributions to be made at the relevant time;

(iit {unless the R shareholder and the E sharcholder
agree otherwise) the determination of at least
one of the Available Assets, Permitted
Liquidation Liabilities, Preference  Capital
Amount or Target Capital Distribution Amount
of one of the shareholders having become final
and binding for the purposes of distributioss to
be made at the relevant time within the
preceding six months; and

(iv)  either or both of the R sharcholder and the
E shareholder not having been paid in full the
amount © its Excess Liabilities Requirement
pursuant to paragraph (b) of article 106.2,

Any amount to be distributed pursuant to paragraph (b}
of article 106.2 (the "Available Amount") shall be
divided between the R sharcholder and the
E shareholder in such proportions as secure (as far as
possible) that, having regard to any previous
distributions pursuant to that paragraph but assuming
that no further such distributions will be made, the
aggregate of the amounts paid to the R sharcholder and
the E shareholder pursuant to that paragraph is divided
between them in accordance with the requirements of
that paragraph.

If, by reason of any change in the amount of the
Available Assets or the Permitted Liquidation Liabilities
of either the R shareholder or the E shareholder, either
shareholder shall already have been paid pursuant to
paragraph (b) of article 106.2 more than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (b) of
article 106.2 then the whole of the Available Amount
shall be paid to the other sharcholder.
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Distributions 106.8(a) The Liquidator shall be entitled at any time to make an

interim or final distribution pursuant to paragraph (c) of
article 106.2 subject to:-

(1)  the matters specified in sub-paragraphs (a)(i) to
{a)(iii) of article 106.7;

(i}  payment of an amount equal to the R Excess
Liabilities Amount (if any) having been made to
the R sharcholder and payment of an amount
equal to the E Excess Liabilities Amount (if any)
having been made to the E sharcholder, in each
case, pursuant to paragraph (b) of article 106.2;
and

(i)  ecither or both of the R sharcholder and the
E sharcholder not having been paid in full
pursnant to paragraph (¢) of article 106.2 the
amount (if any) referred to in that paragraph as
standing to the credit of an account in its name.

Any amount to be distributed pursuant to paragraph (c)
of article 106.2 (the Available Amount) shall be divided
between the R shareholder and the E sharcholder in
such proportions as secure (so far as possible) that,
having regard to any previous distributions inade
pursuant to that paragraph but assuming that no further
such distributions will be made, the aggregate of the
amounts paid to the R sharcholder and the
E sharcholder pursuant to that paragraph is divided
between them in accordance with the requirements of
that paragraph; provided that, for the purpose of
determining the amount to be paid under this
article 106.8 (and article 106.9), if by reason of any
change in amount of the Available Assets or the
Permitted  Liquidation  Liabilities of either the
R shareholder or the E sharcholder, either sharcholder
shall have received more than its Excess Liabilities
Requirement pursuant to paragraph (b) of article 106.2,
the amount of the excess shall be deemed to have been
paid to the relevant sharcholder pursuant to
paragraph (c) of article 106.2.

If, by reason of any change in the amount of the
Available Assets or the Permitted Liquidation Liabilities
of cither the R sharcholder or the E shareholder and
having regard to the proviso to paragraph (b) above,
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106.9(a)

(b)

either sharcholder shall already have been paid pursuant
to paragraph (c) of article 106.2 more than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (¢} of
article 106.2 then the whole of the Available Amount
shall be paid to the other shareholder.

The Liquidator shall be entitled to make an interim or
final distribution pursuant to  paragraph (d) of
article 106.2 subject to:-

(i)  the matters specified in sub-paragraphs (a)(}) and
(a)(ii) of article 106.8;

@) the amounts referred to in paragraph (¢} of
articie 106.2 having been paid by the Liquidator
to the R sharcholder and the E shareholder;

(iii the Preference Capital Amounts of the
R sharcholder and the E sharcholder having
been conclusively determined for the purposes of
distributions to be made at the relevant time; and

(iv)  cither or both of the R sharcholder and the
E sharcholder not having been paid in full the
amount of its Preference Capital Amount
pursuant to paragraph (d) of article 106.2.

Any amount to be distributed pursuant to paragraph (d)
of article 106.2 (the "Available Amount") shall be
divided between the Rosharcholder and the
E sharcholder in such proportions as securc (so far as
possible) that, having regard to any previous
distributions made pursuant to that paragraph but
assuming that no farther such distributions will be
made, the aggregate of the amounts paid to the
R shareholder and the E sharcholder pursuant to thac
paragraph is divided between them in accordance with
the requirements of that paragraph; provided that, for
the purpose of determining the amount to be paid
under this article 106.9 (and article 106.10), if by reason
of any change in the amount of the Available Assets or
the Permitted Liquidation Liabilitics of either the
R shareholder or the E shareholder and having regard
to the proviso to paragraph (b) of article 106.8, ecither
sharcholder shall have received more pursuant to
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106.10

paragraph (c) of article 106.2 than the amount (it any)
due to it under that paragraph, the amount of the excess
shall be deemed to have been paid to the relevant
shareholder pursuant to paragraph (d) of article 106.2.

If, by reason of any change in the amount of the
Available Assets, the Permitted Liquidation Liabilities or
the Preference Capital Amount of either the
R shareholder or the E shareholder and having regard
to the proviso to paragraph (b) above, cither
sharcholder shall already have been paid pursuant to
paragraph {d) of article 106.2 morc than the amount
which it would have received had the aggregate amount
referred to in paragraph (b) above been divided in
accordance with the requirements of paragraph (d) of
article 106.2 then the whole of the Available Amount
shall be paid to the other shareholder.

The Liquidator shall be entitled ot any time to make an

interim or final distribution pursuant to paragraph (e) of
article 106.2 subject to:-

(a)

(b)

()

the matters specified in sub-paragraphs (a)(i) to (a)(iii) of
article 106.9;

payment of an amount equal to the R Preference
Capital Amount having been made to the
R shareholder and payment of an amount equal to the
E Preference Capital Amount having been made to the
E shareholder, in each case, pursuant to paragraph (dj of
article 106.2;

the Target Capital Distribution Amounts of the
R sharcholder and the E sharcholder having been
conclusively determined for the purposes of
distributions made at the relevant time;

no previous distribution having been made pursuant ro
paragraph {¢) of article 106.2 since the time when the
last preceding notice was given pursuant (o
paragraph (a) of article 106.3;

the amount of the relevant distribution to cach of the
R shareholder and the E sharcholder being equal to its
Target Capital Distribution Amount.
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106.11  For the avoidance of doubt, it is declared that in no
event shall either the R shareholder or the E sharcholder be
obliged to repay any amount distributed to it pursuant to this
article.

106.12(x) Amounts required to be calculated for the purposes of
this article 106 (Capital Rights) shall be expressed in
sterling. Save to the extent specified in paragraph 7.1 of
Schedule 1 to the Governing Agreement, the rates of
exchange used to determine such amounts shall be such
rates as shall in all the circumstances be reasonable. In
assessing what is reasonable, it shall be assumed that:-

(i) all assets of the I shareholder and the
E sharcholder are used to the extent necessary in
the discharge of their respective Permitted
Liquidation Liabilities or are distributed to their
respective sharcholders; and

(ii)  all amounts distributed to the R sharcholder and
the E sharcholder pursuant to paragraph (b) of
article 106.2 are used in the discharge of their
respective Permitted Liquidation Liabilities and
all  amounts so distributed pursuant to
paragraphs (¢) to (¢) of article 106.2 are
distributed to their respective sharcholders;

in each case, as soon as would be practicable if the
Assumptions were correct, if neither sharcholder had
any liabilities other than Permitted Liquidation
Liabilities and if the aggregate amount referred to in
paragraph (d) of the definition of Available Assets in
respect of each sharcholder were nil.

(b) Amounts distributable under this article shall be
expressed and distributed in sterling.

106.13  In calculating the Permitted Liquidation Liabilities there
shall be disregarded any liability not otherwise specifically referred
to i the definitions of that term if such liabihty is, at the time of
the relevant notification pursuant to paragraph (b) of article 106.3,
a contingent Hability only and if, in accounts of the relevanc
shareholder drawn up as at that time in accordance either (a) with
the accounting policies and practices of the relevant sharcholder
previously applied or (b) if any of these policies or practices are in
breach of the Goveming Agreement, policies and practices
modified to the extent necessary to comply with that Agreement
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and, in either case, complying with applicable law and accounting
standards, no pravision would properly require to be made. If, in
respect of such a contingent liability, a provision would properly
require to be made on the basis described above, the proper
amount of such provision shall be the amount of the relevant
liabikty taken into account for the purpose of calenlating the
Penmitted Liquidation Liabilities.

106.14  Articles 105.6 and 1%.10 shall apply to notifications
under this article.

DIVIDENDS

107. Subject to the provisions of the Act, the company may
by ordinary resolution declare dividends in accordance with the
respective rights of the members, but no dividend shall exceed
the amount recommended by the directors.

108. Subject to the provisions of the Act, the directors may
declare and pay interim dividends (including interim dividends
intended to be in lieu of a final dividend) if it appears to them
that they are justified by the profits of the company available for
discribution.  If the share capital is divided into different classes,
the directors may declare and pay interim dividends on shares
which confer deferred or non-preferred rights with regard to
dividend as well as on shares which confer preferential rights with
regard to dividend, but no interitn dividend shall be declared or
paid on shares carrying deferred or non-preferred rights if, at the
time of payment, any preferential dividend is in arrear. The
directors may also declare and pay at intervals seetled by them any
dividend payable at a fixed rate if it appears to them that the
profits available for distribution justify the payment. Provided the
directors act in good faith they shall not incur any Liability to the
holders of shares conferring preferred rights for any loss they may
suffer by the lawful declaration or payment of an interim dividend
on any shares having deferred or non-preferred rights.  An
interim dividend shall become due and payable at such time as the
directors declaring the same may determine.

109. Except as otherwise provided by the rights attached to
shares, all dividends shall be declared and paid according to the
amounis paid up on the shares on which the dividend is paid. All
dividends shall be apportioned and paid propordonately to the
amounts paid up on the shares during any portion or portions of
the period in respect of which the dividend is paid; but, if any
share is issued on terms providing that it shall rank for dividend as
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from a particular date, that share shall rank for dividend
accordingly.

110, A general meeting declaring a dividend may, upon the
recommendation of the directors, direct that it shall be satisfied
wholly or partly by the distribution of assets and, where any
difficulty arises in regard to the distribution, the directors miay
settle the same and in particular may issue fractional certificates
and fix the value for distribution of any assets and may determine
that cash shall be paid to any member upon the footing of the
value so fixed in order to adjust the rights of members and may
vest any assets in trustees.

111. Any dividend or other moneys payable m respect of a
share may be paid in any manaer approved by the holder of that
share or may be paid by cheque sent by post to the registered
address of the person entitlud or, if two or more persons are the
holders of the sharc or are jointly entitled to it by reason of the
death or bankruptey of the holder, to the registered address of
that one of those persons who is first named in the register of
members or to such person and to such address as the person or
persons entitled may in writing direct. Every cheque shall be
made payable to the order of the person or persons cntitled or to
such other person as the person or persons entitled may in writing
direct and payment of the cheque shall be a good discharge to the
company, Any joint holder or other person jointly entitled to a
share as aforesaid may give receipts for any dividend or other
moneys payable in respect of the share.

112. No dividend or other moneys payable in respect of a
share shall bear interest against the company unless otherwise
provided by the rights attached to the share.

CAPITALISATION OF PROFITS

113. The dircctors may with the authority of an ordinary
resolution of the company:

(a) subject as hercinafter provided, resolve to capitalise any
undivided profits of the company not required for
paying any preferential dividend (whether or not they
are available for distribution) or any sum standing to the
credit of the company's share premium account or
capital redemption reserve;
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(b) appropriate the sum resolved to be capitalised to the
members who would have been entitled to it if it were
distributed by way of dividend and in the same
proportions and apply such sum on their behalf either in
or towards paying up the amounts, if any, for the time
being unpaid on any shares held by them respectively,
or in paying up in full unissued shares or debentures of
the company of 2 nomiral amount equal to that sum,
and allot the shares or debentures credited as fully paid
to those members, or as they may direct, in those
proportions, or partly in one way and partly in the
other; but the share premium account, the capital
redemption reserve, and any profits which are not
available for distribution may, for the purposes of this
article, only be applied in paying up unissued shares to
be allotted to members credited as fully paid;

(c) make such provision by the issuc of fractional
certificates or by payment in cash or otherwisc as they
determiric in the case of shares or debentures becoming
distributable under this article in f 1ctions* and

{d) authorise any person to enter on behalf of all the
members concerned into an agreement with the
company providing for the allotment to them
respectively, credited as fully paid, of any shares or
debentures to which they are entitled upon sich
capitalisation, any agreement made under such authority
being binding on all such members.

NOTICES

14, Any notice to be given to or by any person pursuant to
the articles shall be in writing cxcept that a natice calling a
meeting of the directors need not be in writing,

115. The company may serve or deliver any notice or other
document on or to a member cither personally or by sending it
by post in a prepaid cnvelope addressed to the member at his
registered address or by leaving it at chat address or by sending it
by facsimile transmission to the member at the last telephone
number (f any) which the member has given the company for
this purpose. In the case of joint holders of a share, all notices or
other documents shall be served on or delivered to the joint
holder whose name stands first in the register of members in
respect of the joint holding. Any notice or other document so
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served or delivered shall be deemed for all purposes sufficient
service on or delivery to all the joint holders.

116. Proof that an envelope containing a notice was properly
addressed, prepaid and posted shall be conclusive evidence that
the notice was given. A notice sent by post shall be deemed
given:

(a) if sent by first class post from an address in the United
Kingdom or another country to another address in the
United Kingdom or, as the case may be, that other
country, on the day following that on which the
envelope containing it was posted;

(b) if sent by ainmail from an address in the United
Kingdom to an address in The Nerherlands or from an
address in The Netherlands ro an address in the United
Kingdom, on the day foliowing that on which the
envelope containing it was posted; and

(c) in any other case, on the fifth day following that on
which the envelope containing it was posted.

117. A notice left at the registered address of a member or
sent by facsimile transmission to a member at the last telephone
number (if any) which the member has given the company for
this purpose shall be deeimed given at the time the notice is
received.

118. A member present, cither in person or by proxy, at any
meeting of the company or of the holders of any class of shares in
the company shall be deemed to have received notice of the
meeting and, where requisite, of the purposes for which it was

called.

119. Every person who becones entitled to a share shall be
bound by any notice in respect of that share which, before his
name is entered in the registe~ of members, has been duly given
to a person from whom he acrives his title,

120. A notice may be given by the company to the persons
entitled to a share in consequence of the death or bankruptey of a
member by sending or delivering it, in any manner authorised by
the articles for the giving of notice to a member, addressed to
them by name, or by the title of representatives of the deccased,
or trustce of the bankrupt or by any like description at the
address, if any, within the United Kingdom supplied for that
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purpose by the persons climing to be so entitled. Until such an
address has been supplied, a notice may be given in any manner
in which it might have been given if the death or bankruptcy had
not occurred,

WINDING-UP

121. If the company is wound up, the liquidator may, with
the sanction of an extraordinary resolution of the company and
any other sanction required by the Act, divide among the
members in specie the whole or any part of the assets of the
company and may, for that purpose, value any assets and
determine how the division shall be carried out as berween the
members or different classes of members. The liquidator may,
with the like sanction, vest the whole or any part of the assets in
trustees upon such trusts for the benefit of the members as he
with the like sanction determines, but no member shall be
compelled to accept any assets upon which there is a liability.

INDEMNITY

122. Subject to the provisions of the Act, but without
prejudice to any indemmnity to which a director may otherwise be
entitled, every director or other officer of the company shall be
indemnificd out of the assets of the company against all costs,
charges, losses, expeuses and liabilities incurred by him in the
execution or discharge of his duties or the exercise of his powers
or otherwise in relation thereto, including (bur without
limitation) any hability incurred by him in defending any
proceedings, whether civil or criminal, in which Jjudgment is
given in his favour (or the proceedings arc otherwise disposed of
without any finding or admission of any material breach of dury
on his part) or in which he is acquitted or in connection with any
application in which relief is granted to him by the court from
liability for negligence, default, breach of duty or breach of trust
in refation to the affairs of the company.
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